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Now come Boston Edison Company (“Boston Edison”), Cambridge Electric Light 

Company (“Cambridge”), Canal Electric Company (“Canal”) and Commonwealth Electric 

Company (“Commonwealth”; together, the “Companies”), and respectfully move that the 

Department of Telecommunications and Energy (the “Department”) approve, pursuant to 

G.L. c. 164, § 96, the proposed merger among and between the Companies to create a single 

electric company, NSTAR Electric Company (“NSTAR Electric”).  In addition, the Companies 

request that the Department confirm that Boston Edison, to be renamed NSTAR Electric 

Company, as the surviving corporation of the merger, will retain all the franchise rights and 

obligations that were previously held by each of the Companies and that further action, pursuant 

to G.L. c. 164, § 21, is not required to consummate the merger. 

In support thereof, the Companies state the following: 

1. Boston Edison is a Massachusetts electric company, pursuant to G.L. c. 164, § 1, with a 

principal place of business in Boston, Massachusetts. 

2. Cambridge is a Massachusetts electric company, pursuant to G.L. c. 164, § 1, with a 

principal place of business in Boston, Massachusetts. 

3. Commonwealth is a Massachusetts electric company, pursuant to G.L. c. 164, § 1, with a 

principal place of business in Boston, Massachusetts. 



 

-2- 

4. Canal is a Massachusetts electric company, pursuant to G.L. c. 164, § 1, with a principal 

place of business in Boston, Massachusetts. 

5. The Companies have entered into an Agreement and Plan of Merger dated April 10, 2006 

(the “Merger Agreement”), which is subject to necessary approvals of government 

regulatory authorities having jurisdiction, providing for the merger of the Companies into 

Boston Edison.  As a result of the Merger Agreement, Cambridge, Commonwealth and 

Canal will combine with and into Boston Edison, which will then change its corporate 

name to NSTAR Electric.  A copy of the Merger Agreement is provided as Exhibit 

NSTAR-CLV-2, an attachment to the testimony of Christine L. Vaughan, Manager of 

Revenue Requirements for the regulated operating companies of NSTAR (Exhibit 

NSTAR-CLV-1). 

6. The Companies’ proposal satisfies the statutory public-interest standard set forth in 

G.L. c. 164, § 96, as applied by the Department in recent proceedings.  Eastern-Colonial 

Acquisition, D.T.E. 98-128 (1999); Eastern-Essex Acquisition, D.T.E. 98-27 (1998); 

NIPSCO-Bay State Acquisition, D.T.E. 98-31 (1998); Boston Edison/Commonwealth 

Energy System Merger, D.T.E. 99-19 (1999).  Those cases established a “no net harm” 

standard for evaluating proposed mergers.  Eastern-Colonial Acquisition, D.T.E. 98-128, 

at 5; Eastern-Essex Acquisition, D.T.E. 98-27, at 8.  Specifically, the petitioners must 

show that there is an “avoidance of public harm” or that the “public interest would be at 

least as well served by approval of a proposal as by its denial.”  Boston 

Edison/Commonwealth Energy System Merger, D.T.E. 99-19, at 10. 

7. The proposed merger will require approval from the Department, pursuant to G.L. c. 164, 

§ 96, as well as approval from the Federal Energy Regulatory Commission (“FERC”).  
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Because G.L. c. 164, § 21 limits the transfer of utility franchises, it is necessary and 

appropriate for the Department, in approving the merger, to confirm and to ratify that all 

of the franchise rights and obligations currently held by Cambridge and Commonwealth 

continue with Boston Edison and thereafter with NSTAR Electric upon the 

consummation of the merger.  See Boston Edison/Commonwealth Energy System 

Merger, D.T.E. 99-19, at 108 (1999). 

8. In D.T.E. 99-19, the Department already determined that the merger of BEC Energy and 

Commonwealth Energy System that created NSTAR was in the public interest because it 

created significant public benefits beyond the “no net harm” minimum standard.  Boston 

Edison/Commonwealth Energy System Merger, D.T.E. 99-19, at 84.  The currently 

proposed merger of the Companies is appropriate at this time because they have reached 

the point where, to move forward and complete the final stages of merger-related 

consolidation activities, it is necessary to serve electric customers as a single, integrated 

electric company.   

9. As a result of the proposed merger of the Companies, and by operation of law, the 

following will occur: 

(a) The facilities, properties and other rights, assets, franchises and liabilities will vest 
in Boston Edison. 

(b) The debt of Cambridge and Commonwealth will be retired. 

(c) NSTAR will cancel its common equity shares in Cambridge, Commonwealth and 
Canal and those three companies will cease to exist. 

(d) Boston Edison will be the sole surviving corporate entity and will change its 
corporate name to NSTAR Electric, either upon the consummation of the 
transaction or thereafter. 

(e) NSTAR Electric will consolidate retail rates for Default (“Basic”) Service, the 
Pension Adjustment Factor and for Transmission Service. 
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10. By virtue of the merger and without any action on the part of any holder of any capital 

stock of the Companies, each share of Cambridge common stock, Commonwealth 

common stock and Canal common stock issued and outstanding immediately prior to the 

merger will be converted into one share of common stock of Boston Edison. 

11. After receipt of the necessary regulatory approvals, on January 2, 2007, Cambridge, 

Commonwealth and Canal will be merged with and into Boston Edison in accordance 

with the laws of the Commonwealth of Massachusetts.  Boston Edison will be the 

surviving corporation in the merger and will continue its corporate existence under the 

laws of the Commonwealth of Massachusetts.  Boston Edison will subsequently be 

renamed NSTAR Electric. 

12. In addition, as approved by the Department, the Settlement Agreement executed in the 

rate case proceeding of Boston Edison, Cambridge, Commonwealth and NSTAR Gas 

Company in D.T.E. 05-85, imposes additional requirements regarding the merger of the 

Companies.  According to the Settlement Agreement, the proposed merger will require a 

multi-step process involving phased rate-design changes.  Specifically, the Settlement 

Agreement contemplates that NSTAR Electric Company will be established by the 

Companies on January 2, 2007 (Settlement Agreement at ¶ 2.16).  Also under the 

Settlement Agreement, the merged NSTAR Electric will maintain separate distribution 

rates and transition charges for customers in the existing service territories of Boston 

Edison, Cambridge and Commonwealth until at least January 1, 2010 (Settlement 

Agreement at ¶ 2.17).   

13. The Settlement Agreement also provides for the consolidation of transmission rates and 

the reclassification of Cambridge’s 13.8 kilovolt (“kV”) facilities as distribution facilities, 
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with recovery of associated costs transferred from transmission to distribution rates 

(Settlement Agreement at ¶ 2.18).  The ratemaking proposal for the transfer is described 

in Exhibit NSTAR-CLV-1, at 20-29, and Exhibit NSTAR-CLV-6 through Exhibit 

NSTAR-CLV-8. 

14. The Settlement Agreement also permits NSTAR Electric to implement “uniform 

depreciation rates that are expense neutral at the functional level…” (Settlement 

Agreement at ¶ 2.6.2).  NSTAR Electric’s proposal for such depreciation rates is 

described in Exhibit NSTAR-CLV-1, at 29-32, and Exhibit NSTAR-CLV-9 through 

Exhibit NSTAR-CLV-11. 

15. The testimony and supporting exhibits of Christine L. Vaughan, Manager of Revenue 

Requirements for the regulated operating companies of NSTAR explains in detail the 

proposed transaction, and is attached hereto as Exhibit NSTAR-CLV-1. 

16. It is necessary, expedient and in the public interest for the Merger Agreement to be 

approved by the Department in order to provide long-term advantages to the Companies, 

their shareholders, customers and employees. 

WHEREFORE, the Companies respectfully request that the Department: 

a. Determine that the proposed merger and the terms thereof are consistent with the 
public interest; 

b. Approve the proposed merger pursuant to G.L. c. 164, § 96;  

c. Approve the consolidation of retail rates for Basic Service and the Pension 
Adjustment Factor; 

d. Approve the ratemaking proposal relating to the reclassification of Cambridge’s 
13.8 kV facilities as distribution facilities, with recovery of associated costs 
transferred from transmission to distribution rates; 

e. Approve NSTAR Electric’s proposal to implement uniform depreciation rates that 
are expense neutral at the functional level; 
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I. INTRODUCTION 1 

Q. Please state your name and business address. 2 

A. My name is Christine L. Vaughan.  My business address is One NSTAR Way, 3 

Westwood, Massachusetts, 02090. 4 

Q. Ms. Vaughan, by whom are you employed and in what capacity? 5 

A. I am Manager of Revenue Requirements for NSTAR Electric & Gas Corporation.  6 

In this capacity, I am responsible for all regulatory filings concerning the financial 7 

requirements of its affiliates, Boston Edison Company (“Boston Edison”), 8 

Cambridge Electric Light Company (“Cambridge”), Canal Electric Company 9 

(“Canal”), Commonwealth Electric Company (“Commonwealth”) and NSTAR 10 

Gas Company (“NSTAR Gas”). 11 

Q. Please summarize your educational background. 12 

A. I graduated from McGill University in Montreal, Canada in 1990 with a Bachelor 13 

of Engineering Degree and from Yale University in 1998 with a Masters Degree 14 

in Business Administration.  Additionally, I have earned the right to use the 15 

Chartered Financial Analyst designation. 16 
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Q. Please describe your present responsibilities. 1 

A. I was hired as Manager of Revenue Requirements on July 19, 2004.  In this role, I 2 

am responsible for directing the preparation of financial data required for rate case 3 

filings and serve as a revenue-requirement witness.  My responsibilities currently 4 

include, among a variety of other financial services, the reconciliation of 5 

transition and transmission charges and the Pension Adjustment Factor and other 6 

regulatory and revenue-requirement matters. 7 

Q. Please summarize your business experience. 8 

A. Before working at NSTAR, I worked as a management consultant for five years at 9 

Arthur D. Little and at Charles River Associates, a company that purchased a 10 

portion of Arthur D. Little.  In this capacity, I assisted clients with financial issues 11 

such as acquisition support and asset privatization.  I also helped clients develop 12 

long-range strategic plans and assisted them with market analysis.  Prior to my 13 

consulting experience and my MBA, I worked for six years at DuPont and BASF 14 

as a development engineer. 15 

Q. Have you previously testified before any regulatory body? 16 

A. Yes.  I am currently sponsoring testimony before the Department of 17 

Telecommunications and Energy (the “Department”) in D.T.E. 05-89, the 18 

reconciliation filing of Cambridge and Commonwealth, D.T.E. 05-88, the 19 

reconciliation filing for Boston Edison, and for NSTAR’s Pension Adjustment 20 

Factor in D.T.E. 05-90.  I have also testified before the Department in various 21 
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other proceedings including prior reconciliation cases and have presented 1 

testimony in D.T.E. 05-85 in support of the rate case Settlement Agreement.  As 2 

described below, that Settlement Agreement contemplates the merger which is 3 

discussed in this testimony.  In addition, I also testified in D.T.E. 04-65, a 4 

proceeding initiated by the City of Cambridge relative to the purchase price 5 

applicable to Cambridge’s streetlights.  At the federal level, I offered testimony at 6 

the Federal Energy Regulatory Commission (“FERC”) in Docket Nos. ER05-69-7 

000 and ER06-427-000 on behalf of Boston Edison.   8 

II. OVERVIEW 9 

Q. What is the purpose of your testimony? 10 

A. The purpose of my testimony is:  (a) to describe the merger of Cambridge, Canal 11 

and Commonwealth into Boston Edison (together, “NSTAR Electric”); (b) to 12 

demonstrate that the merger meets the applicable statutory standard, as applied by 13 

the Department; (c) to describe the reasons for, and the ratemaking impact of, 14 

reclassifying Cambridge’s 13.8 kilovolt (“kV”) facilities from transmission to 15 

distribution when the companies merge; and (d) to explain the method of setting 16 

new uniform depreciation rates that are expense neutral at the functional group 17 

level at the time of consolidating the rates.  18 

Q. Please describe the merger. 19 

A. As set forth in the Agreement and Plan of Merger included as Exhibit NSTAR-20 

CLV-2, the merger, itself, is a relatively simple transaction.  The transaction will 21 
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consist of a merger under Massachusetts law, whereby each of Cambridge, 1 

Commonwealth and Canal will combine with and into Boston Edison.  As a result 2 

of the merger, and by operation of the law, the facilities, properties and other 3 

rights, assets, franchises and liabilities will vest in Boston Edison.  The debt of 4 

Cambridge and Commonwealth will be retired.  The common stock of 5 

Cambridge, Commonwealth and Canal will be converted into common stock of 6 

Boston Edison, all of which will be owned by NSTAR, and those three companies 7 

will cease to exist.  Boston Edison will be the sole surviving corporate entity, and 8 

plans to change its corporate name to NSTAR Electric Company, either upon the 9 

consummation of the transaction or thereafter.   10 

Q. What regulatory approvals are required? 11 

A. The merger request requires approval of the Department and FERC.  Department 12 

approval is required under G.L. c. 164, § 96, and is the subject of this case.   13 

Exhibit NSTAR-CLV-3 is a copy of the FERC petition for the application of the 14 

NSTAR electric operating companies under Section 203 of the Federal Power Act 15 

to merge and consolidate their facilities into Boston Edison. 16 

Q. Is NSTAR Electric requesting Department approval of the transfer of the 17 
utility franchises of Commonwealth and Cambridge to Boston Edison? 18 

A.  Yes.  It is my understanding, on advice of counsel, that because G.L. c. 164, § 21 19 

limits the transfer of utility franchises, it is appropriate and necessary for the 20 

Department, in approving the merger, to confirm and to ratify that all the 21 
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franchise rights and obligations currently held by Cambridge and Commonwealth 1 

continue with Boston Edison (as renamed NSTAR Electric Company) after the 2 

consummation of the merger.  This would be the same ratification and 3 

confirmation that the Department provided in D.T.E. 99-19, page 108. 4 

III. THE MERGER’S CONSISTENCY WITH THE PUBLIC INTEREST 5 

Q. Does the merger comply with the public-interest standard of G.L. c. 164, 6 
§ 96, as applied by the Department? 7 

A. Yes, the merger meets the public-interest standard as applied in the Department’s 8 

decisions in Eastern-Essex Acquisition, D.T.E. 98-27, NIPSCO-Bay State 9 

Acquisition, D.T.E. 98-31 and Boston Edison/Commonwealth Energy System 10 

Merger, D.T.E. 99-19 (1999).  It is my understanding that, in those cases, the 11 

Department stated that the public-interest standard requires merger proponents to 12 

demonstrate that “no net harm” will result from the transaction with regard to 13 

customer interests.  The Department described this standard as an “avoidance of 14 

harm to the public” or that the “public interest would be at least as well served by 15 

approval of a proposal as by its denial.”  D.T.E. 99-19, at 10. 16 

 In those cases, the Department also confirmed that it would consider a number of 17 

factors in determining whether the “no net harm” test has been met, including: 18 

• Impact on rates; 19 

• Impact on quality of service; 20 

• Savings resulting from the merger; 21 
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• Impact on competition; 1 

• Financial integrity of post-merger entity; 2 

• Fairness of the distribution of benefits resulting from the merger 3 
between stockholders and customers; 4 

• Societal costs and benefits of the merger; 5 

• Impact on economic development; and  6 

• Alternatives to the merger. 7 

 I will address each of these factors in my testimony. 8 

Q.  Why is NSTAR Electric seeking a merger of the electric companies at this 9 
time? 10 

A. From an organizational perspective, NSTAR Electric has reached the point where 11 

it needs to move forward to complete the final stages of its merger-related 12 

consolidation activities in order to serve electric customers as a single (integrated) 13 

electric company.  Currently, NSTAR Electric operates as a single, integrated 14 

system.  However, NSTAR’s three electric companies exist as separate legal 15 

entities, with customers of each company served under differing rate structures 16 

and rate tariffs.  To complete the consolidation of operations made possible by the 17 

NSTAR merger and to capture remaining efficiencies, NSTAR Electric needs to 18 

move forward to integrate these corporate structures into a single unit.   19 
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Q. Why didn’t NSTAR merge the retail electric companies when NSTAR was 1 

created? 2 

A. At the time, the focus was on completing the merger in the least possible time in 3 

order to minimize the stress on employees and to avoid unnecessary uncertainties 4 

in the market.  Moreover, there were several legal and practical impediments 5 

(Transcript VIII at 1047, 1052 [D.T.E. 99-19]).  This was especially difficult in 6 

1999 because electric industry restructuring required prescribed rate reductions, 7 

which expired only last year.   8 

Q. Please be more specific regarding NSTAR Electric’s objective of completing 9 
the consolidation of the electric companies. 10 

A. With the merger of BEC Energy and Commonwealth Energy System and the 11 

Department’s approval of the merger-related rate plan in D.T.E. 99-19, NSTAR 12 

embarked on a multi-phase plan to achieve the complete consolidation of the 13 

legacy utility systems.  In this vision, utility operations would be fully integrated 14 

over a number of years with customers of the unified system ultimately taking 15 

service under common rate structures and rate tariffs.  In the past six years, 16 

NSTAR has successfully implemented the initial stages of its consolidation plan 17 

with substantial benefits inuring to the benefit of customers. 18 

 NSTAR Electric avoided distribution rate increases resulting from inflationary 19 

increases and other cost pressures because of its ability to capture cost savings 20 

through consolidation and integration of the utility operations following the 21 

merger.  In approving the merger-related rate plan filing, the Department found 22 
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that NSTAR had demonstrated projected total savings of more than $630 million 1 

in the ten years following the merger (2000-2009) (D.T.E. 99-19, at 73).  In 2 

D.T.E. 04-2 (2004), the Department accepted NSTAR’s Merger Savings Report 3 

finding that it demonstrated savings of approximately $314 million in just the first 4 

three years following the merger (i.e., through 2002).  This means that, rather than 5 

achieving the projected annual savings of approximately $63 million (on 6 

average), NSTAR achieved average annual savings of more than $100 million.   7 

 Therefore, the merger has presented an unparalleled opportunity to benefit 8 

customers through substantial and permanent reductions in operating expenses.  9 

These reductions include non-pension administrative and general costs, which 10 

have declined considerably since the last adjudicated base-rate proceedings of the 11 

NSTAR operating companies, and direct distribution operations and maintenance 12 

expense, which have increased by a much lower percentage in the same time 13 

period as compared to an increase in the CPI.  The future level of revenues for 14 

NSTAR Electric distribution service was resolved by the Settlement Agreement 15 

approved by the Department in D.T.E. 05-85.  However, NSTAR recognizes that 16 

the full promise of the mergers will not be realized until the electric companies 17 

are fully integrated, including, eventually, a unified rate structure and common 18 

tariffs.  In accordance with the terms of the Settlement Agreement, this final step 19 

cannot be accomplished immediately and will require a multi-year process 20 

involving phased rate-design changes.  21 
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Q. What terms of the Settlement Agreement in D.T.E. 05-85 directly affect the 1 

merger of NSTAR Electric? 2 

A. Paragraph 2.16 of the Department-approved Settlement Agreement in D.T.E. 05-3 

85 contemplates that a single corporate entity, NSTAR Electric Company, will be 4 

established by the merger of Cambridge, Commonwealth and Canal with and into 5 

Boston Edison on January 2, 2007.  The Settlement Agreement provides that the 6 

merger may be accomplished by the implementation of an agreement and plan of 7 

merger and after other appropriate Department approvals and formal petitions 8 

approved by FERC.  The Settlement Agreement also provides that the merged 9 

NSTAR Electric will maintain separate distribution rates and transition charges 10 

for customers in the existing service territories of Boston Edison, Cambridge and 11 

Commonwealth until at least January 1, 2010 (Settlement Agreement at ¶ 2.17).  12 

Another provision of the Settlement Agreement relating to the merger specifies 13 

the consolidation of transmission rates and the ratemaking treatment of 14 

Cambridge’s 13.8 kV facilities (Settlement Agreement at ¶ 2.18).   15 

Q. Could you address how the merger meets the statutory “no net harm” test 16 
applied by the Department? 17 

A. Yes.  As described above, this merger is the final structural/corporate step in the 18 

merger that created NSTAR.  The Department has already reviewed the major 19 

impacts of merging the companies, thus, for this intra-company consolidation of 20 

NSTAR Electric, the remaining impacts generally reviewed by the Department in 21 

merger cases are not material.  In fact, the vast majority of the costs and benefits 22 
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of the NSTAR merger were considered by the Department in D.T.E. 99-19, in 1 

which the Department determined that the merger was in the public interest 2 

because it created significant customer benefits (well beyond the minimum “no 3 

net harm” standard) (D.T.E. 99-19, at 84).  In this merger of NSTAR Electric, 4 

there are no significant, net impacts on competition, economic development, 5 

societal costs and benefits, the allocation of benefits and costs between customers 6 

and shareholders, or service quality.  By combining the companies, there is 7 

expected to be some minor efficiency gains or strengthening of NSTAR Electric’s 8 

financial integrity that can be achieved over time through the consolidation of 9 

accounting functions and financial instruments.  Although the bulk of the 10 

operational savings were accomplished by combining the work force, there are 11 

small efficiency savings in reducing the number of separate accounts to be 12 

maintained, reconciling and auditing separate legal entities and reducing the 13 

number of regulatory filings, which will facilitate regulatory oversight.  For 14 

example, in the future, the Department will have to review only two rate filings to 15 

cover the NSTAR electric and gas distribution companies rather than the four that 16 

were included in D.T.E. 05-85.  Because operations have already been 17 

consolidated, the remaining net overall cost savings impact of the merger will be 18 

minimal.  However, the same considerations that led the Department to approve 19 

the earlier NSTAR merger in D.T.E. 99-19 support the implementation of this 20 

further step in this proceeding. 21 
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Q. How is NSTAR Electric proposing to account for the call premiums incurred 1 

by Commonwealth and Cambridge in connection with the extinguishment of 2 
its long term debt? 3 

A. NSTAR Electric proposes to follow the accounting guidance promulgated in 4 

General Instructions No. 17 of the FERC Uniform System of Accounts.  Since 5 

Boston Edison issued $200 million of 30-year debentures in the first quarter of 6 

2006 in anticipation of financing the recall of Commonwealth and Cambridge’s 7 

debt, NSTAR Electric is proposing to amortize the call premiums over the 8 

remaining life of the new debt.  Therefore, this amortization will be recognized 9 

ratably over the period in which the interest savings will be realized.  10 

Q. How will the merger of Boston Edison, Cambridge and Commonwealth 11 
affect retail rates? 12 

A. Under the terms of the Settlement Agreement at paragraph 2.17, NSTAR Electric 13 

is required to maintain separate distribution and transition rates for the three 14 

service territories through January 1, 2010.  Thus, these rates will not be affected 15 

at this time by merging the companies.  Any future proposal to consolidate 16 

distribution and/or transition rates after this date would require Department 17 

review and approval. 18 

 However, the consolidation of other rate elements is possible under the terms of 19 

the Settlement Agreement, and NSTAR Electric proposes to consolidate those 20 

rates beginning January 1, 2007, as a first step in the simplification of rates under 21 

a merged NSTAR Electric Company.  22 



Testimony of Christine L. Vaughan 
D.T.E. 06-40 

Exhibit NSTAR-CLV-1 
May 26, 2006 

Page 12 
 
 
IV. RETAIL RATE CONSOLIDATION 1 

Q. What rates will be consolidated under the NSTAR Electric merger in 2007? 2 

A. NSTAR Electric proposes to consolidate retail rates for Default (“Basic”) Service, 3 

the Pension Adjustment Factor and retail Transmission Service.  The 4 

consolidation will help the Department, the Attorney General and NSTAR 5 

Electric minimize the administrative burden of maintaining separate schedules, 6 

analyses and filings for what is essentially one operating company.  In addition, it 7 

will be simpler for customers to understand rates and rate changes by providing 8 

single unified rates.  Because the aggregate level of rates will be no higher than if 9 

separate rates (and separate corporate entities) were maintained for Boston 10 

Edison, Cambridge and Commonwealth, there is no net harm from the 11 

consolidation.   12 

Q. Will NSTAR Electric’s process of obtaining supplies for Basic Service for 13 
their customers change? 14 

A. Only to the extent that there will be solicitations for one company rather than for 15 

three.  Solicitations will be performed in accordance with the Department’s 16 

directives, as modified by the Settlement Agreement for residential customers 17 

(Settlement Agreement at ¶ 2.21).  After the issuance of a request for proposals, 18 

the Basic Service contracts are awarded to the winning bidder(s) from the 19 

competitive market with the lowest price in each load zone and customer class.  20 

This will not change.  The only difference is that the suppliers will contract with 21 

NSTAR Electric instead of the separate companies. 22 
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Q. What is the impact on each of the operating companies resulting from the 1 

consolidation of the rates for Basic Service? 2 

A. In accordance with Department requirements, supplies for Basic Service are 3 

procured on a rate class and load-zone basis.  The Cambridge service territory is 4 

located entirely in the Northeast Massachusetts load zone (“NEMA”), the 5 

Commonwealth service territory is located entirely in the Southeast 6 

Massachusetts load zone (“SEMA”) and Boston Edison’s service territory is 7 

located predominately within NEMA and partially in SEMA.  In setting retail 8 

Basic Service rates for Boston Edison, separate NEMA and SEMA rates are 9 

offered to large commercial and industrial customers, but a blended rate is offered 10 

to residential and small commercial customers.  After the merger, NSTAR 11 

Electric will operate in the two zones (NEMA and SEMA), just as Boston Edison 12 

does, and the consolidated entity will follow the same Department-mandated rate 13 

procedures currently in effect for Boston Edison.  That is, large commercial and 14 

industrial customers will receive separate NEMA or SEMA rates, based on the 15 

customer’s location.  So these customers should not see any change with the 16 

merger.  Residential and small commercial customers throughout the merged 17 

NSTAR Electric service territory will receive blended rates. 18 

Q. Won’t this change affect the rates paid by residential and small commercial 19 
customers? 20 

A. Not in the aggregate, but there may be some difference between the blended 21 

NEMA and SEMA rate and the individual component rates.  The difference in the 22 
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costs between the NEMA and SEMA load zones is relatively small and, with the 1 

new 345 kV transmission upgrades to be completed this year by Boston Edison, 2 

this differential is expected to be minimal and declining in the future.  An analysis 3 

of the real-time locational marginal pricing on a monthly, load-weighted basis 4 

was performed for the historical calendar years 2004 and 2005 for the NEMA and 5 

SEMA regions and is shown in Exhibit NSTAR-CLV-4.  On an average, 12-6 

monthly-load-weighted basis, NEMA’s prices were higher than the SEMA’s 7 

prices by only 1.5 percent and 3.7 percent, for the years 2004 and 2005, 8 

respectively.  A key reason for the differential is the existence of transmission 9 

constraints in the NEMA region.  This differential in pricing of power supplies 10 

between the two regions should decline considerably when Boston Edison’s new 11 

345 kV line is placed in service in mid-year 2006. 12 

Q. How will the new 345 kV line reduce the price differential between NEMA 13 
and SEMA? 14 

A. The new 345 kV line from Stoughton to Boston will substantially increase the 15 

transmission capacity of the integrated network system in the NEMA zone, 16 

including the Greater Boston area, thereby reducing the transmission congestion 17 

constraints of importing power into NEMA. 18 

Q.  What is the impact to the three operating companies from the consolidation 19 
of the pension adjustment factor?  20 

A. Although there are separate pension adjustment factors (“PAF”) for the three 21 

companies, the underlying pension and post-retirement benefits are corporate-22 
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wide expenses that are allocated to the companies in the annual PAF filing.  After 1 

the merger of NSTAR Electric, there would be no reason to continue to allocate 2 

costs among customers of the three electric companies, and the only allocation 3 

would be between NSTAR Electric and NSTAR Gas. 4 

Q. Is there any impact on rates from the consolidation of the pension 5 
adjustment factor? 6 

A. Not in the aggregate, so the consolidated impact would meet the “no net harm” 7 

standard.  However, there would be a small impact on the individual rates for 8 

customers of the three operating companies.  For example, in 2006, the PAF for 9 

Boston Edison is $0.00030 per kilowatt-hour (“kWh”), for Cambridge is 10 

$0.00086 per kWh and for Commonwealth is $0.00080 per kWh.  If a single PAF 11 

were established for a merged NSTAR Electric in 2006, the PAF would have been 12 

$0.00045 per kWh.  Thus, the PAFs for Cambridge and Commonwealth 13 

customers would have been slightly lower and the PAF for Boston Edison would 14 

have been slightly higher.  The increase in the average residential, non-heating 15 

bill for Boston Edison customers would have been less than 8 cents per month, or 16 

less than 0.1 percent.  17 

Q.  What is the benefit to customers of consolidating of the pension adjustment 18 
factor?  19 

A. Again, the existence of one unified rate for customers makes for easier 20 

understanding of the rates and easier communication with customers.  In addition, 21 
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the lower cost of administration for NSTAR Electric and the Department provides 1 

for future benefits. 2 

Q. What is the impact to the three companies resulting from the consolidation of 3 
the transmission costs? 4 

A. The transmission costs incurred by each company reflect the transmission 5 

investment costs and expenses that are assessed under the various FERC-6 

approved rates and tariffs.  The FERC-approved rates and tariffs consist of 7 

regional as well as localized costs, and are a passthrough to retail customers on a 8 

load basis.  The regional costs are composed of:  (1) Regional Network Service 9 

costs; (2) Scheduling and Dispatch costs; (3) Congestion Management costs; 10 

(4) System Restoration and Planning costs; (5) REMVEC costs; (6) VAR support; 11 

and (7) NEPOOL administration costs.  The local costs consist of:  (1) Local 12 

Network Service costs and (2) Local Scheduling and Dispatch costs.   13 

Q. How will the merger affect local transmission tariffs?  14 

A. When the three electric utilities – Commonwealth, Cambridge and Canal – 15 

consolidate into Boston Edison, Boston Edison’s existing local FERC 16 

transmission tariff will be the surviving FERC-approved transmission tariff on file 17 

at FERC and effective under the provisions of the Federal Power Act.  Since the 18 

existing FERC local transmission tariffs are formula rates with very similar 19 

provisions, once the assets and expenses are consolidated, the cost impact will be 20 

minimal, and therefore, the impact meets the “no net harm” standard.  As 21 
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described below, Cambridge’s transmission tariff includes 13.8 kV facilities, 1 

which will require a reclassification of those facilities and an adjustment in the 2 

recovery of the corresponding costs. 3 

Q. What is the effect on the regional transmission costs for each company 4 
resulting from the consolidation of the companies? 5 

A. With respect to the Regional Network Service (“RNS”) costs that ISO-NE bills to 6 

the companies under the ISO-NE Tariff, there will be minimal cost impacts once 7 

the assets and expenses have been combined.  There is only one RNS formula rate 8 

under the ISO-NE Tariff that is applicable to all users of Pool Transmission 9 

Facilities (“PTF”).  As such, NSTAR Electric’s RNS revenue requirement 10 

associated with providing service over PTF facilities will be calculated on the 11 

same basis as that which was done on an individual-company basis.  As for the 12 

other regional costs, there would be very minimal regional cost shifting resulting 13 

from the consolidation, since the other regional costs, except for congestion 14 

management, are currently socialized among all the transmission providers on a 15 

network load basis.   16 

Q. What are the congestion management costs, and are there cost impacts 17 
because of the consolidation of these costs? 18 

A. The congestion management costs that are recovered through transmission rates 19 

are attributed to Reliability Must Run (“RMR”) and Special Constrained 20 

Resources (“SCR”) costs.  The RMR costs within the New England Control Area 21 

are determined for each of the various established load zones and then socialized 22 
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within each load zone on a network load basis to all the companies within the load 1 

zone.  The SCR costs are charged specifically to the company that requires the 2 

SCR for local reliability purposes.  It is difficult to ascertain if there are any cost 3 

impacts going forward because of the uncertainty as to the life expectancy of the 4 

RMR agreements that are in effect today.  Many of the RMR agreements have 5 

termination provisions that will be exercised once an installed capacity (“ICAP”) 6 

mechanism is recognized as fully implemented.  It is still unclear at this juncture 7 

when ICAP will begin, but once it does, the majority of the RMR costs that are 8 

being charged today as congestion costs are expected to cease.  As for SCR costs, 9 

while each company incurs these charges at various times, Cambridge has 10 

incurred the majority of the SCR costs, based upon the use of the Mirant Kendall 11 

Generating Station.  When load is completely transferred to the new East 12 

Cambridge Substation in Cambridge later in 2006, Cambridge will no longer be 13 

reliant on this internal generation for providing local system support.  Because of 14 

the uncertainty of the future amount of congestion costs that will be recoverable 15 

under transmission rates, congestion management costs cannot be used as a long-16 

term factor in establishing cost effects in merging the transmission costs of all 17 

three companies into NSTAR Electric.  18 
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Q. Once the Companies merge into a single NSTAR Electric, will NSTAR 1 

Electric incur different congestion costs over the different zones in which it 2 
operates? 3 

A. Yes, the merged NSTAR Electric will operate over the NEMA and SEMA load 4 

zones, but it will socialize the effects of congestion costs across the two zones.  5 

NSTAR Electric will follow the present practice of Boston Edison by 6 

consolidating the effects of different congestion costs over two load zones and 7 

charge its customers the average costs of congestion.  This practice is also being 8 

followed by National Grid for its customers. 9 

Q. What is the actual impact of consolidating the retail transmission rates for all 10 
three companies?  11 

A. Exhibit NSTAR-CLV-5 sets forth the retail transmission costs for all the three 12 

companies and on a consolidated basis.  The retail transmission costs reflect 13 

actual 2005 costs and were adjusted to exclude congestion costs and the 14 

over/under collection costs from the previous year since those are a one-time 15 

occurrence and reconciliation.  The consolidated LNS revenue requirements were 16 

calculated according to the surviving Boston Edison LNS tariff, with adjustments 17 

to existing data, where necessary, to reflect a combined company.   Most 18 

significant of these adjustments are:  (1) the effect of adopting Boston Edison 19 

transmission depreciation rates for assets originally owned by Cambridge and 20 

Commonwealth, thus reducing depreciation expense to be recovered; 21 

(2) eliminating inter-company support expenses and revenues; (3) reclassifying 22 

costs among FERC accounts reflecting consistent accounting practices once the 23 
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Companies are combined; and (4) adopting an assumed capital structure for the 1 

combined companies of 55 percent common equity rather than the approximate 2 

62 percent common equity that would result if the current capital structures were 3 

simply added together.  Cambridge’s transmission costs also exclude the 13.8 kV-4 

related costs to account for the transfer of the recovery of those costs in 5 

distribution rates.  As demonstrated by Exhibit NSTAR-CLV-5, consolidation 6 

will result in a net reduction in total transmission rates to customers.  There is a 7 

slight increase of 1.4 percent for transmission customers of Commonwealth, and 8 

customers of Boston Edison and Cambridge see a reduction of 2.9 percent and 9 

21.0 percent, respectively, in the transmission portion of their bill.1  Thus, the 10 

projected net impact on transmission rates of consolidating the companies 11 

produces net benefits to customers.   12 

V. TRANSFER OF CAMBRIDGE 13.8 kV FACILITIES FROM 13 
TRANSMISSION TO DISTRIBUTION 14 

Q. What is the rationale for the transfer of Cambridge’s 13.8 kV costs from 15 
transmission to distribution? 16 

A. Costs relating to Cambridge’s 13.8 kV facilities are currently included in 17 

transmission rates rather than in distribution rates.  This is unusual, and reflects 18 

the operational characteristics of Cambridge’s system that existed a decade ago.  19 

Since that time, additions to Cambridge’s system, specifically the addition of 20 

115 kV lines and a new substation, combined with the resulting changes in 21 

                                                 
1  This analysis is based on 2005 costs and the elimination of the impact of congestion charges. 
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operational practices of the 13.8 kV system, have changed the dynamics of the 1 

system.  The 13.8 kV facilities changed from an integrated 13.8 kV transmission 2 

network to a distribution system that provides power to local load.  The 3 

Department-approved Settlement Agreement provides that, upon the 4 

consummation of the merger of NSTAR Electric, “Cambridge’s 13.8 kV facilities 5 

shall be reclassified as distribution facilities and recovered in distribution rates…” 6 

(Settlement Agreement at ¶ 2.18). 7 

Q. Please explain why Cambridge’s 13.8 kV system was classified as 8 
transmission facilities. 9 

A. The primary reason for designating facilities as transmission is that they 10 

interconnect generation sources and provide an efficient means of delivering the 11 

power to local load centers.  In 1997, when Cambridge last obtained approval for 12 

classifying its 13.8 kV system as transmission (D.P.U./D.T.E. 97-93), the Kendall 13 

Generating Station located in Cambridge had interconnection ties via 13.8 kV 14 

circuits through Cambridge’s major substations that also connected to Boston 15 

Edison’s tie-line facilities.  This assured that generation could flow to major load 16 

centers in the City of Cambridge, even if there was not enough external power 17 

flowing over Boston Edison’s bulk tie-line facilities into Cambridge’ territory.  18 

Thus, Cambridge’s 13.8 kV system of substations and circuits was integral in 19 

providing the transmission of power to its local load centers at that time.  20 

However, with the recent completion of the East Cambridge Substation, 21 

Cambridge is no longer reliant on the Kendall Generation Station for servicing 22 
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any of the load requirements of its customers.  As such, facility changes have 1 

occurred where the Kendall Generating Station is now interconnected to the 2 

Cambridge system through a 115 kV line to its new East Cambridge Substation 3 

and through a second 115 kV line to its Putnam Substation.  Power is now 4 

transmitted to Cambridge’s system and to the New England grid through 5 

Cambridge’s 115 kV lines and interconnecting substation switching facilities, 6 

instead of through Cambridge’s 13.8 kV lines and 13.8 kV substations.  Thus, the 7 

function of the 13.8 kV system has shifted from a transmission system to a more 8 

typical distribution system, where its function is to supply power to local 9 

distribution customers.  10 

Q. Are there any standard tests that establish the functional category of 11 
transmission and distribution facilities? 12 

A.  Yes, FERC has specified a seven-part test to determine if a facility performs a 13 

distribution function.  See FERC Order 888 at 31,770-31,771. 14 

Q. Please explain FERC’s seven-part test. 15 

A. FERC’s seven-part test is: 16 

1. Local distribution facilities are normally in close proximity to retail 17 
customers. 18 

2. Local distribution facilities are primarily radial in character. 19 

3. Power flows into local distribution systems; it rarely, if ever, flows out. 20 

4. When power enters a local distribution system, it is not reconsigned or 21 
transported on to some other market. 22 
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5. Power entering a local distribution system is consumed in a comparatively 1 
restricted geographical area. 2 

6. Meters are based at the transmission/local distribution interface to measure 3 
power flows into the local distribution system. 4 

7. Local distribution systems will be of reduced voltage. 5 

 As a result of the evolution of Cambridge’s transmission and distribution system 6 

over the past decade, its 13.8 kV facilities now meet the standard to be classified 7 

as distribution facilities. 8 

Q.  Please provide the result of each test and explain how this may have differed 9 
from the determination made in D.P.U./D.T.E. 97-93, the last time this test 10 
was applied. 11 

A. The table below compares the application of the FERC seven-part test with regard 12 

to the 13.8 kV facilities as serving a distribution function, in 1997 and after the 13 

merger, in 2007.  An explanation of the results follows: 14 

Test of 13.8 kV Facilities 1997 2007 

1.  Distribution in close proximity to 
retail customers 

No Yes 

2. Distribution radial in character No Yes 

3. Power flows in, rarely out No Yes 

4. Power is used not just transported to 
other market 

No Yes 

5. Power is consumed in the area No Yes 

6. Meters are based at the interface Yes Yes 

7. Low voltage levels Yes Yes 
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 The FERC seven-part test was designed to determine what facilities operate as 1 

distribution facilities.  In the case of Cambridge, in 1997 in D.P.U./D.T.E. 97-93 2 

when the test was applied, the operating characteristics of 13.8 kV system did not 3 

meet the criteria for categorizing the 13.8 kV facilities as distribution (except for 4 

its low-voltage designation and the location of its meters).  In fact, the 13.8 kV 5 

system was designed to be an integrated transmission system that provided a 6 

reliable interchange of power from multiple supply points (internal generation and 7 

interconnections with the New England bulk transmission system) to distribution 8 

substations.  However, Cambridge’s transmission and distribution system 9 

configuration has changed over the course of time, which has had an effect on the 10 

operating characteristics of the 13.8 kV facilities. 11 

 Currently, the 13.8 kV system no longer provides the numerous power paths that 12 

interconnect the generation facilities with Cambridge’s internal bulk stations and 13 

other utilities bulk substations to supply the local distribution customers.  With 14 

the addition of the new East Cambridge Bulk Substation, the network 15 

interconnecting capability of the 13.8 kV facilities has been displaced.  Internal 16 

generation is now interconnected to circuits at the 115 kV level and provides the 17 

power flow to the bulk substations and to the New England grid.  The 13.8 kV 18 

system on the other hand has become localized and provides radial links from the 19 

substations to customers’ load.  When power flows into the 13.8 kV system, it is 20 

used to serve the end-use customers in the area and is not transported into another 21 
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market.  As such, these factors support the fact that the 13.8 kV facilities now 1 

meet the criteria of FERC’s seven-part test for reclassification as distribution 2 

facilities. 3 

Q. What is your proposal with respect to the ratemaking treatment for the 4 
13.8 kV facilities?  5 

A. As mentioned above, the terms of the Settlement Agreement specify that the 6 

collection of costs from customers is to be transferred from transmission rates to 7 

distribution rates.  NSTAR Electric proposes that this be accomplished through a 8 

revenue-neutral transfer of the revenue requirement that would have been 9 

collected in transmission rates to the distribution rates for Cambridge.  This will 10 

ensure that neither NSTAR Electric nor customers receives or pays more than 11 

they otherwise would have.  12 

Q.  How will the revenue requirement of the Cambridge 13.8 kV system be 13 
calculated? 14 

A. The revenue requirement is developed on Exhibit NSTAR-CLV-6, beginning at 15 

page 20, which is entitled “13.8 kV Transmission Rider to Attachment D” and is 16 

intended to represent the 13.8 kV component of Cambridge’s overall transmission 17 

rate.  Attachment D is intended for submission to FERC and to be applicable to 18 

Cambridge transmission billings for 2006.2  Exhibit NSTAR-CLV-7 is an 19 

                                                 
2  The current draft FERC tariff, Exhibit NSTAR-CLV-6, has a separate 13.8 kV calculation.    

However, if the final tariff does not incorporate a separate 13.8 kV calculation, then the 13.8 kV 
amount to be transferred will be calculated per the combined tariff both with and without the 
13.8 kV facilities.  The difference will be the amount that needs to be transferred to distribution 
rates.   
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illustrative sample calculation of the revenue requirement associated with 1 

Cambridge’s 13.8 kV facilities that are to be transferred from transmission to 2 

distribution service using the FERC tariff rate formula, and based upon 2005 data.  3 

The amount that will be actually transferred from transmission to distribution will 4 

be based upon forecasted cost data for calendar year 2006, to be effective 5 

beginning January 2007.  NSTAR Electric will transfer that portion of the 6 

Cambridge transmission revenues attributed to the 13.8 kV facilities to its 7 

distribution rates.  In addition, after the close of 2006, NSTAR Electric will 8 

determine the final costs and revenue requirement for the 13.8 kV facilities, and 9 

an adjustment for the true-up amount will be made for customers in the 10 

Cambridge service territory in 2008.  This reconciliation will be made in 11 

Cambridge’s distribution and transmission rates.  To ensure that this one-time 12 

adjustment affects only Cambridge’s customers, the adjustment will be included 13 

directly in the distribution and transmission charges included in Cambridge’s 14 

retail rate schedules.  The reconciliation will ensure that there is neither an 15 

overcollection nor an undercollection. 16 

Q. Please summarize Exhibit NSTAR-CLV-7. 17 

A. The 13.8 kV transmission facilities’ revenue requirement includes costs 18 

specifically relating to transmission of power through the 13.8 kV facilities within 19 

the City of Cambridge, and allocated general expenses that support the 13.8 kV 20 

transmission function.  To the extent possible, the embedded cost values in the 21 
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revenue requirement are derived from Cambridge’s FERC Form No. 1.  Any 1 

additional data not available in the FERC Form No. 1 are detailed in supporting 2 

workpapers.  The supporting workpapers show the 13.8 kV transmission facilities 3 

analysis where the 13.8 kV allocation factors are developed for FERC Plant 4 

Accounts 360–374. 5 

Q. What are the components of Cambridge’s 13.8 kV transmission facilities’ 6 
revenue requirement? 7 

A. The primary cost of service was developed by first identifying costs directly 8 

associated with the transmission function.  These costs include expenses directly 9 

related to the 13.8 kV transmission facilities plant investment and operations and 10 

maintenance (“O&M”) expenses.  The revenue requirement includes costs 11 

relating to the transmission function as well as allocated general costs that support 12 

the transmission function. 13 

 The revenue requirement also reflects rate base that includes 13.8 kV plant, plus 14 

allocated intangible and general plant.  Deducted from this amount are allocations 15 

of accumulated depreciation and deferred income taxes.  Added to this amount are 16 

13.8 kV-related materials and supplies, prepayments, allowance for cash working 17 

capital and other regulatory assets/liabilities. 18 

 In accordance with the FERC formula rate, the 13.8 kV transmission facilities’ 19 

investment base is multiplied by an overall rate of return and associated income 20 

tax percentage.  This amount is then added to allocated depreciation and 21 
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amortization expense, related municipal tax expense, related payroll tax expense, 1 

allocable O&M expenses, related administrative and general expenses and related 2 

support expenses. 3 

Q. Has the Cambridge 13.8 kV transmission facilities’ revenue requirement 4 
been credited for any tax credits or operating revenues received by 5 
Cambridge? 6 

A. Yes.  Related amortization of investment tax credit, related support revenues, 7 

related rents received from electric property and short-term and non-firm Point-to-8 

Point service revenues have been credited to the cost of service, thus reducing 9 

total revenue requirement. 10 

Q. How will the 13.8 kV revenue requirement transfer be accomplished?   11 

A. The proposed method of transfer will be revenue neutral for NSTAR Electric and 12 

for each of Cambridge’s rate classes.  This would be accomplished by first 13 

reducing current transmission prices for each retail rate class by the percentage 14 

decrease in total transmission revenue requirement resulting from the transfer.  15 

Next, distribution prices for each rate class will be increased by the corresponding 16 

decrease in transmission prices for each rate class.  Exhibit NSTAR-CLV-8 sets 17 

forth the transmission and distribution rate impacts to Cambridge’s rate classes.  18 

Overall, there would be no difference to rates for Cambridge customers when 19 

transmission and distribution are added together. 20 
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Q. Will the new retail transmission rates for 2007 be consistent for all of 1 

NSTAR Electric customers?  2 

A. Once the regulatory approvals are in place for the merger of the transmission 3 

tariffs and the transfer of the 13.8 kV facilities to distribution by January 2, 2007, 4 

the retail transmission rates for 2007 will be consistent for all of NSTAR 5 

Electric’s customers. 6 

VI. CONSOLIDATING DEPRECIATION RATES  7 

Q. Does NSTAR Electric propose to implement the terms of the Settlement 8 
Agreement relating to establishing uniform depreciation rates? 9 

A. Yes.  Paragraph 2.6.2 permits the merged NSTAR Electric to consolidate 10 

depreciation rates for Boston Edison, Cambridge and Commonwealth “that are 11 

expense neutral at the functional group level.”  That is, the total depreciation 12 

expense for Boston Edison, Cambridge, and Commonwealth using the rates 13 

currently in effect will result in the same total depreciation expense under the new 14 

combined rates within each functional category (Intangible, Distribution and 15 

General). 16 

Q.  Have you prepared exhibits to illustrate the effect of producing new 17 
depreciation rates that are expense neutral at the functional levels for 18 
NSTAR Electric?   19 

A.  Yes, Exhibit NSTAR-CLV-9 sets forth the development of the depreciation 20 

accruals for all three electric companies at the functional levels using the old 21 

depreciation rates as applied to the test-year-end plant balances filed in 22 

D.T.E. 05-85.  The combined companies’ depreciation accruals at each of the 23 
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functional levels are the dollar level basis on which new depreciation rates are 1 

formulated.  Exhibit NSTAR-CLV-10, pages 1 and 2 set forth the development of 2 

the new depreciation rates for NSTAR Electric at the account and functional 3 

levels according to the methodology described further below.  Page 1 of Exhibit 4 

NSTAR-CLV-10 shows the summary results.  Page 2 of Exhibit NSTAR-CLV-10 5 

provides a special analysis in developing the new depreciation rates for the 6 

General Plant — Leasehold Improvements.  The special analysis is undertaken to 7 

show the results of amortizing these facilities over the remaining life of their 8 

respective leases.  Exhibit NSTAR-CLV-11 sets forth the Depreciation Study that 9 

calculated annual depreciation accruals relating to the consolidated NSTAR 10 

Electric Plant filed by John J. Spanos, NSTAR Electric’s depreciation expert, as 11 

Exhibit NSTAR-JJS-3 (of Exhibit NSTAR-1) in D.T.E. 05-85.  The depreciation 12 

accrual rates for each distribution plant account from this study were used as the 13 

starting basis for determining the consolidated NSTAR Electric distribution plant 14 

account accruals as of June 30, 2005.      15 

Q. Please describe the procedures used to develop the new rates as shown in the 16 
three exhibits to achieve expense neutrality at the functional level. 17 

A. The procedures are set forth below for three functional levels of depreciation.  18 

The functional levels are Intangible Plant, Distribution Plant and General Plant. 19 

The Transmission Plant functional level is excluded, since approval of any 20 

changes is subject to the jurisdiction of FERC.  21 
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Q. How were new depreciation rates for Intangible Plant formulated?  1 

A. Currently, all intangible plant (computer software) for all companies is amortized 2 

at a rate of 20 percent (five-year amortization).  No change in the depreciation 3 

rates for the combined companies was required to remain expense neutral.  4 

Q.  What procedure was used to develop combined depreciation rates for 5 
Distribution Plant? 6 

A. Distribution Plant is by far the largest element of depreciation expense contained 7 

in retail distribution rates.  The first step in developing an expense-neutral, unified 8 

depreciation rate for Distribution Plant was to determine the annual depreciation 9 

accrual using the old rates.  The balance by each FERC Plant Account (Accounts 10 

360–373) as of June 30, 2005 was multiplied by the current depreciation rates in 11 

effect for each company.  The total of these calculations for all companies was 12 

used to determine the annual accrual to be used after the application of the new 13 

depreciation rates.  See Exhibit NSTAR-CLV-9, which illustrates the results.  14 

 The combined accrual rates for distribution plant were based on the depreciation 15 

study performed by NSTAR Electric in D.T.E. 05-85 and included as Exhibit 16 

NSTAR-CLV-11.  All of the individual accrual rates for Distribution Plant from 17 

the above were reduced by 4.9838 percent so that the total depreciation expense 18 

under the combined rates approximately equals the depreciation expense using the 19 

old rates for this functional group.  See Exhibit NSTAR-CLV-10, which shows 20 

these results.  Compare the combined annual accrual for Distribution Plant of 21 
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$89,648,541 on Exhibit NSTAR-CLV-10 with the sum of the three companies, 1 

$89,648,551, set forth in Exhibit NSTAR-CLV-9. 2 

Q.  What procedure was used to develop new depreciation rates for General 3 
Plant? 4 

A. Again, the first step in the process was to determine the annual depreciation 5 

accrual using the old rates.  The balance by each FERC Plant Account (Accounts 6 

390–398) as of June 30, 2005 was multiplied by the current depreciation rates in 7 

effect for each company.  The total of these calculations for all companies was 8 

used to determine the annual accrual to be used after the application of the new 9 

depreciation rates.  See Exhibit NSTAR-CLV-9, which shows the results.  The 10 

new rates were developed in two phases.  The first phase involved developing 11 

rates for the individual sub-account of Account – 390 Leasehold Improvements, 12 

so that the rates match the lives in the terms of the lease.  The second phase is 13 

similar to what was done to depreciation plant.  The depreciation rate for all the 14 

remaining accounts equal the proposed depreciation rate in the study multiplied 15 

by a factor (49.7437 percent) to make the total revenue neutral. See Exhibit 16 

NSTAR-CLV-10, which shows these results.  Compare the combined annual 17 

accrual for General Plant of $6,442,325 on Exhibit NSTAR-CLV-10 with the sum 18 

of the three companies, $6,442,325, set forth in Exhibit NSTAR-CLV-9. 19 
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Q. Please explain the calculations involved in determining the rates for 1 

Leasehold Improvements. 2 

A. Leasehold improvements are a part of Account 390 General Structures.  Boston 3 

Edison currently has five major leased facilities that are currently being 4 

depreciated at a rate of 2.76 percent.  The proposal is to amortize these facilities 5 

over the remaining life of their individual leases, thereby more appropriately 6 

matching expense with the expected life and use of these facilities.  This is 7 

illustrated in Exhibit NSTAR-CLV-10, page 2. 8 

Q. Do the Companies propose a new method of recording depreciation for 9 
General Plant? 10 

A. Yes, the Companies seek approval to change the accounting treatment for their 11 

investment in general plant equipment from depreciation to amortizable property.  12 

The proposal is to adopt the terms of FERC Accounting Release No. 15 (AR-15).  13 

FERC adopted this accounting procedure in 1997 for high volume – low dollar 14 

value accounts.  Under this approach, additions are grouped by vintage and 15 

amortized over a pre-determined period of time.   The specific accounts that the 16 

Companies propose to include are: 17 

• Account 391 — Office Equipment  18 

• Account 393 — Stores Equipment 19 

• Account 394 — Tools & Work Equipment 20 

• Account 395 — Laboratory Equipment 21 

• Account 397 — Communications 22 

• Account 398 — Miscellaneous Equipment 23 
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 This method was recommended in the recent depreciation study (see, e.g., Exhibit 1 

NSTAR-JJS-1, pages 21-22, filed in D.T.E. 05-85). 2 

Q. Why is the Company seeking this change? 3 

A. The assets in these accounts comprise a very high number of property retirement 4 

units, but constitute a very small percentage (1.5 percent) of total plant 5 

investment.  The items in these accounts are relatively inexpensive and because of 6 

their size and mobility are very difficult to follow.  For example, these accounts 7 

would include desks, chairs, radios, cafeteria equipment, and other similar items.  8 

If items break or are not useful, the fact is often not reported, which makes 9 

retirement accounting difficult.  Amortization would reduce the records added, 10 

retired and maintained in the General Ledger and Property Records Systems, 11 

thereby reducing the time consumed for document preparation, data entry, 12 

computer processing, property unit listings and inventorying of equipment.  The 13 

reduction of the effort on these plant accounts would permit resources to be 14 

devoted to the plant accounts with the larger investment.   15 

Q. Has the Department previously approved this method of accounting? 16 

A. This methodology is consistent with the approach applied by NSTAR Gas as 17 

approved by the Department in D.P.U. 91-60:  18 
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The Department also accepts for purposes of this proceeding the 1 
Company's accounting change, for general plant equipment in 2 
accounts 391 through 398 and distribution plant equipment in 3 
account 387 as amortizable, rather than depreciable, property. 4 

 D.P.U. 91-60, at 3. 5 

Q. Under the proposed arrangement, how would retirements be handled? 6 

A. Individual retirements would not be recorded.  If retirements must be recorded, all 7 

the advantages of changing to amortization described above are lost and the 8 

Companies would continue to depreciate these assets.  Of course, when assets for 9 

a particular vintage year have been fully amortized both the asset and the reserve 10 

would be removed from the books. 11 

Q. How does this change affect the depreciation rates?   12 

A. For currently existing assets in these accounts, the depreciation rates will be the 13 

rates set forth in the depreciation study filed as Exhibit NSTAR-JJJ-3 in D.T.E. 14 

05-85 (Exhibit NSTAR-CLV-11), multiplied by a factor of 49.7437 percent, as 15 

described above.  16 

Q. What amortization period would be used to record new additions to these 17 
accounts? 18 

A. The amortization period used will be those recommended in the depreciation 19 

study (Exhibit NSTAR-JJS-3, page 39).  The amortization periods recommended 20 

for the general plant accounts in question are all 15 years, with the exception of 21 

computer equipment which is five years.   22 
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• Account 391 — Office Equipment  1 

o Office Furniture    15 years 2 

o Computers       5 years 3 

• Account 393 — Stores Equipment   15 years 4 

• Account 394 — Tools & Work Equipment 15 years 5 

• Account 395 — Laboratory Equipment  15 years 6 

• Account 397 — Communications   15 years 7 

• Account 398 — Miscellaneous Equipment 15 years 8 

VII. IMPACT ON SERVICE QUALITY INDICES 9 

Q. What is the impact of the merger on the calculation of service quality 10 
benchmarks and reports filed with the Department? 11 

A. Although Boston Edison, Cambridge and Commonwealth have already merged 12 

operations, they continue to report service quality performance on a company-by-13 

company basis as required by the Department.  See Department Order on NSTAR 14 

Compliance Filing in D.T.E. 99-84 (December 5, 2001).  After the formal merger 15 

of the companies and the conclusion of the Department’s review of service quality 16 

standards in D.T.E. 04-116, NSTAR Electric will propose whether and how 17 

service quality performance should be consolidated for the merged entity.  18 

Q. Does this conclude your testimony? 19 

A. Yes.  20 
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NEMA and SEMA Real Time Locational Marginal Pricing (LMP)

Years 2004 and 2005
Monthly Load Weighted Data

NEMA SEMA Difference Percentage NEMA SEMA Difference Percentage
2004 2004 2004 Difference 2005 2005 2005 Difference

Real Time

January 76.43 75.89 0.54 0.7% 67.91 67.04 0.87 1.3%
February 48.96 48.65 0.31 0.6% 54.03 53.43 0.6 1.1%
March 47.1 46.55 0.55 1.2% 64.32 64.16 0.16 0.2%
April 50.56 50.06 0.5 1.0% 62.57 60.69 1.88 3.0%
May 55.07 53.69 1.38 2.5% 60.07 57.35 2.72 4.5%
June 51.79 51.07 0.72 1.4% 69.49 64.6 4.89 7.0%
July 49.85 48.98 0.87 1.7% 79.09 72.77 6.32 8.0%
August 50.01 48.38 1.63 3.3% 102.81 90.34 12.47 12.1%
September 44.75 44.52 0.23 0.5% 106.85 102.04 4.81 4.5%
October 53.16 51.09 2.07 3.9% 115.04 112.43 2.61 2.3%
November 51.14 50.88 0.26 0.5% 75.44 75.36 0.08 0.1%
December 59.99 59.31 0.68 1.1% 100.48 100.37 0.11 0.1%

Average 1.5% 3.7%
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Line Consolidated BECo Commonwealth * Cambridge *
 Regional Transmission Costs

1 Retail RNS Cost 89.621$          67.131$              15.586$                6.904$              
2 Regional Anciliary Services
3 Retail Schedule & Dispatch Cost 6.799              4.916                  1.380                    0.503                
4 Retail Congestion Management Cost ** -                  -                      -                        -                   
5 System Restoration & Planning Cost 1.487              1.051                  0.317                    0.119                
6 Load Dispatching (REMVEC) 0.383              0.284                  0.099                    -                   
7 NEPOOL Administration (Transmission) 0.075              0.075                  -                        -                   
8 VAR Support Cost -                  -                      -                        -                   
9 Total Estimated Regional Transmission Costs 98.365$          73.457$              17.382$                7.526$              

10 Local Transmission Costs
11 Local Network Service (LNS) Costs
12 LNS and Scheduling & Dispatch Revenue Req. 107.468$        86.129                17.827$                22.283$            
13 13.8kv facilities transferred to Distribution Rates -                  -                      -                        (13.421)            
14 RNS Revenues Received from NEPOOL *** (79.882)           (66.229)               (9.947)                   (3.706)              
15 Dispatch Center Revenue Requirement 4.273              4.109                  -                        -                   
16 Schedule 1 Revenues Received (4.375)             (4.375)                 (0.142)                   -                   
17 Estimated LNS Revenue Requirement 27.484$          19.634$              7.737$                  5.156$              

18 Total Estimated Transmission Costs 125.849$        93.091$              25.119$                12.682$            
19 2005 Billed GWH 21,568.168     15,487.787         4,363.964             1,716.417         
20 2005 Retail Transmission Rate 0.00583$        0.00601$            0.00576$              0.00739$          

21 Difference in $/kwh from Consolidated -$                (0.000176)$         0.000079$            (0.001554)$       

22 Revenue impact ($ in millions) (5.043)$           (2.721)$               0.344$                  (2.667)$            

23 Percentage increase (decrease) -2.92% 1.37% -21.03%

*

** This analysis excludes congestion costs as the amount and future location of these costs are too highly uncertain
to be used as going forward proxies.

*** Excludes FERC incentives for being part of an RTO and for new transmission investment 

 in Docket ER05-742.  The calculations presented in this exhibit are based on the formula tariff as currently 
 under discussion. 

Description

NSTAR Electric
Comparison of 2005 Retail Transmission Rate 

$ in Millions

 The LNS formula rate for Cambridge and Commonwealth are currently the subject of FERC settlement procedures  
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ATTACHMENT D 
 

ANNUAL TRANSMISSION REVENUE REQUIREMENTS 

The Transmission Revenue Requirements for Cambridge (“the Company”) will reflect the costs 

for its Transmission System, including costs attributable to those incurred by the Company in 

owning, leasing, maintaining and supporting the Transmission System net of revenues for 

transmission services provided under any other FERC accepted tariff or under any contract with 

other parties that provides reimbursement to the Company for transmission related services.  

Under no circumstances shall the Company’s Local Network Service rates include costs that are 

charged through any other rate or tariff.  The Transmission Revenue Requirements will be an 

annual calculation based on the estimated costs for its Transmission System during the Service 

Year. 

The Company shall make an annual informational filing with the FERC on or before May 31 of 

each year which shall include a True-up of estimated costs and revenues, and actual costs and 

revenues for the preceding Service Year.  Actual costs will be determined using data required to 

be reported annually in the FERC Form 1 and recorded on the Company’s books in accordance 

with FERC’s Uniform System of Accounts; unless the use of other data, such as subaccount 

balances, is specifically required by the provisions below, in which case an independent certified 

public accountant, the “auditor” as defined in Section 4, shall certify that the development, 

accuracy and application of such other data is in accordance with the provisions of this Local 

Service Schedule.  Such certification will be included with the annual informational filing along 
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with adequate detail that supports the values contained within the True-up calculation.  

References to specific FERC Form1 pages, line numbers and columns included in this Local 

Service Schedule are based on the Company’s 2004 Form 1.  Subsequent FERC changes to Form 

1 may be adopted to the extent they are consistent with the provisions and terms of this Local 

Service Schedule and not otherwise prohibited by FERC.  

I. DEFINITIONS 

Capitalized terms not otherwise defined in Section II.1 of the OATT or the Local Service 

Schedule and as used herein have the following definitions: 

A. ALLOCATION FACTORS 

1. Transmission Wages and Salaries Allocation Factor shall equal the ratio of 

transmission-related direct wages and salaries including those of affiliated 

companies as reported in the Company’s annual FERC Form 1, page 354, 

line 19, column (b) to the Company’s total direct wages and salaries 

including those of the affiliated companies as reported in the Company’s 

FERC Form 1, page 354, line 25, column (b), and excluding 

administrative and general wages and salaries as reported in the 

Company’s FERC Form 1, page 354, line 24, column (b).  All allocations 

and assignments of FERC Account balances shall be certified in 

accordance with the second paragraph of this Attachment D. 
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2. Plant Allocation Factor shall equal the ratio of the sum of Transmission 

Plant, excluding HQ leases, plus Transmission Related Intangible and 

General Plant to Total Plant in Service excluding HQ Leases.  All 

allocations and assignments of FERC Account balances shall be certified 

in accordance with the second paragraph of this Attachment D. 

B. TERMS 

Administrative and General Expense shall equal the expenses as reported in the 

Company’s FERC Form 1, page 323, line 168, column (b), excluding the cost of 

the Auditor for services provided under the terms of the second paragraph of this 

Attachment D, Property Insurance included in FERC Account No. 924, 

Regulatory Commission Expense included in FERC Account 928, and 

Advertising Expense included in FERC Account No. 930.1. 

Amortization of Gain on Reacquired Debt shall equal the amortization amount 

recorded in FERC Account 429.1. 

Amortization of Loss on Reacquired Debt shall equal the expenses as recorded in 

FERC Account No. 428.1. 

Amortization of Investment Tax Credits shall equal the credits as recorded in 

FERC Account No. 411.4. 
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Depreciation Expense for Transmission Plant shall equal the transmission 

expenses as recorded in FERC Account No. 403 as reported in the Company’s 

annual FERC Form 1 page 336, line 7, column (b). 

General Plant shall equal the gross plant balance as recorded in FERC Account 

Nos. 389-399. 

General Plant Depreciation Expense shall equal the general plant expenses as 

recorded in FERC Account No. 403 and reported in the Company’s annual FERC 

Form 1, page 336, line 9, column (b). 

General Plant Depreciation Reserve shall equal the general reserve balance as 

recorded in FERC Account No. 108 and reported in the Company’s annual FERC 

Form 1, page 219, line 27, column (b). 

Hydro-Quebec DC Facilities (HQ Leases) shall equal the balance in capital leases 

as recorded in FERC Account Nos. 350-359 and FERC Account Nos. 389-399.  

All assigned or allocated balances shall be certified in accordance with the second 

paragraph of this Attachment D. 

Intangible Plant shall equal the gross plant balance as recorded in FERC Account 

No. 303 as reported in the Company’s annual FERC Form 1, page 205, line 4, 

column (g).  The only allowable Intangible Plant for inclusion in the Local 
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Service Schedule are software, patent or rights costs.  All assigned or allocated 

balances shall be certified in accordance with the second paragraph of this 

Attachment D. 

Intangible Plant Amortization Expense shall equal amortization expenses as 

recorded in FERC Account Nos. 404-405 as reported in the Company’s annual 

FERC Form 1, page 336, line 1, column (f).  The only allowable Intangible Plant 

Amortization Expense for inclusion in the Local Service Schedule is the 

amortization of software, patent or rights costs.  All assigned or allocated balances 

shall be certified in accordance with the second paragraph of this Attachment D. 

Intangible Plant Amortization Reserve shall equal the amortization reserve 

balance as recorded in FERC Account No. 111.  The only allowable Intangible 

Plant Amortization Reserve for inclusion in the Local Service Schedule is that 

related to the amortization of software, patent or rights costs.  All assigned or 

allocated balances shall be certified in accordance with the second paragraph of 

this Attachment D. 

Other Regulatory Assets/Liabilities - FAS 106 shall equal the net of the FAS 106 

balance as recorded in FERC Account No. 182.3 and any FAS 106 balance as 

recorded in the FERC Account No. 254.  All assigned or allocated balances shall 

be certified in accordance with the second paragraph of this Attachment D.  Other 
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Regulatory Assets/Liabilities - FAS 109 shall equal the net of the FAS 109 

balance in FERC Account No. 182.3 and any FAS 109 balance as recorded in the 

FERC Account No. 254.  All assigned or allocated balances shall be certified in 

accordance with the second paragraph of this Attachment D.   

Payroll Taxes shall equal those payroll expenses as recorded in the FERC 

Account No. 408.1.  All assigned or allocated balances shall be certified in 

accordance with the second paragraph of this Attachment D.   

Plant Held for Future Use shall equal the balance in FERC Account No. 105. 

Prepayments shall equal the prepayment balance as recorded in FERC Account 

No. 165. 

Property Insurance shall equal the expenses as recorded in FERC Account No. 

924. 

Total Accumulated Deferred Income Taxes shall equal the net of the deferred tax 

balance as recorded in FERC Account Nos. 281-283 and 190 for those balances 

that are directly related to transmission, excluding those directly related to 

distribution or other businesses.  All assigned or allocated balances shall be 

certified in accordance with the second paragraph of this Attachment D. 
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Total Gain on Reacquired Debt shall equal the gain as recorded in FERC Account 

No. 257. 

Total Loss on Reacquired Debt shall equal the expenses as recorded in FERC 

Account No. 189. 

Total Municipal Tax Expense shall equal the municipal tax expenses as recorded 

in FERC Account No. 408.1 as reported in the Company’s annual FERC Form 1, 

page 263, line 5, column (i). 

Total Plant in Service shall equal the total gross plant balance as recorded in 

FERC Account Nos. 301-399 excluding HQ Leases recorded in those accounts. 

Total Transmission Depreciation Reserve shall equal the transmission reserve 

balance as recorded in FERC Account No. 108 as reported in the Company’s 

annual FERC Form 1, page 219, line 25, column (c), excluding HQ-related 

amounts recorded in that account. 

Transmission Operation and Maintenance Expense shall equal all transmission-

related expenses as recorded in FERC Account Nos. 560-564 and 566-576.5, and 

shall exclude; (i) all HQ HVDC expenses recorded in those accounts, and (ii) 

expenses already included in Transmission Support Expense, as described in 

Section II.K, which are recorded in those accounts.  All allocated or assigned 
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balances shall be certified in accordance with the second paragraph of this 

Attachment D. 

Transmission Plant shall equal the balance as recorded in FERC Account Nos. 

350-359, adjusted to exclude the capital leases in the Hydro-Quebec DC Facilities 

(HQ Leases).  All allocated or assigned balances shall be certified in accordance 

with the second paragraph of this Attachment D. 

Transmission Plant Materials and Supplies shall equal the balance as assigned to 

transmission, as recorded in FERC Account No. 154 as reported in the 

Company’s annual FERC Form 1, page 227, line 8, column (c).  All allocated or 

assigned balances shall be certified in accordance with the second paragraph of 

this Attachment D. 

II. CALCULATION OF TRANSMISSION REVENUE REQUIREMENTS 

The Transmission Revenue Requirement shall equal the sum of (A) Return and 

Associated Income Taxes, (B) Transmission Depreciation and Amortization Expense, (C) 

Transmission Related Amortization of Gain/Loss on Reacquired Debt, (D) Transmission 

Related Amortization of Investment Tax Credits, (E) Transmission Related Municipal 

Tax Expense, (F) Transmission Related Payroll Tax Expense, (G) Transmission 

Operation and Maintenance Expense, (H) Transmission Related Administrative and 

General Expenses, (I) Transmission Related Integrated Facilities Charges, minus (J) 
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Transmission Support Revenue, plus (K) Transmission Support Expense, plus (L) 

Transmission-Related Expense from Generators, minus (M) Transmission Rents 

Received from Electric Property, minus (N) Short-Term and Non-Firm Point-To-Point 

Service Revenues, minus (O) Regional Network Services (RNS) Revenues, minus (P) 

Through or Out Revenues, minus (Q) ISO-NE Scheduling and Dispatch Revenues, plus 

(R) 13.8 kV Transmission Facilities Revenue Requirement. 

A. Return and Associated Income Taxes shall equal the product of the Transmission 

Investment Base and the Cost of Capital Rate.   

1. Transmission Investment Base 

The Transmission Investment Base will be the year end balances of (a) 

Transmission Plant, plus (b) Transmission Related Intangible and General 

Plant, plus (c) Transmission Plant Held for Future Use, less (d) 

Transmission Related Depreciation and Amortization Reserve, less (e) 

Transmission Related Accumulated Deferred Taxes, plus (f) Transmission 

Related Gain/Loss on Reacquired Debt, plus (g) Other Regulatory 

Assets/Liabilities, plus (h) Transmission Prepayments, plus (i) 

Transmission Materials and Supplies, plus (j) Transmission Related Cash 

Working Capital. 
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(a) Transmission Plant will equal the balance of the investment in 

Transmission Plant.  This value excludes the capital leases in the 

Hydro-Quebec DC Facilities (HQ Leases). 

(b) Transmission Related Intangible and General Plant shall equal the 

sum of the balance of investment in Intangible Plant and General 

Plant multiplied by the Transmission Wages and Salaries 

Allocation Factor. 

(c) Transmission Plant Held for Future Use shall equal the balance of 

Transmission-related Plant Held for Future Use (FERC Account 

No. 105) provided in conformance with the FERC Uniform System 

of Accounts, Instruction E, Account No. 105 which requires that 

“…property included in this account shall be classified according 

to detail accounts (301-399)…and shall be maintained in such 

detail as though the property were in service.” 

(d) Transmission Related Depreciation and Amortization Reserve shall 

equal the balance of Total Transmission Depreciation Reserve as 

reported in the Company’s annual FERC Form 1, page 219 line 25, 

column (c), plus the balance of Transmission Related Intangible 

Plant Amortization Reserve and Transmission Related General 
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Plant Depreciation Reserve.  Transmission Related Intangible Plant 

Amortization Reserve and Transmission Related General Plant 

Depreciation Reserve shall equal the product of (i) the sum of the 

Intangible Plant Amortization Reserve and General Plant 

Depreciation Reserve and (ii) the Transmission Wages and Salaries 

Allocation Factor.  The Total Transmission Depreciation Reserve 

balance excludes any amounts related to the capital leases in the 

Hydro-Quebec DC Facilities (HQ Leases).  All allocated or 

assigned balances shall be certified in accordance with the second 

paragraph of this Attachment D. 

(e) Transmission Related Accumulated Deferred Taxes shall equal the 

electric balance of Total Accumulated Deferred Income Taxes (for 

those balances that are directly related to transmission, plus the 

balances not directly related to other businesses), with the 

remaining accumulated deferred taxes not directly related to other 

businesses being allocated on the same basis used for the related 

rate base assets.  All allocated or assigned balances shall be 

certified in accordance with the second paragraph of this 

Attachment D.
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(f) Transmission Related Gain/Loss on Reacquired Debt shall equal 

the electric balance of Total Gain/Loss on Reacquired Debt 

multiplied by the Plant Allocation Factor. 

(g) Other Transmission Related Regulatory Assets/Liabilities shall 

equal the electric balance of any deferred rate recovery of FAS 106 

expenses multiplied by the Transmission Wages and Salaries 

Allocation Factor, plus the electric balance of FAS 109 multiplied 

by the Plant Allocation Factor.  All allocated or assigned balances 

shall be certified in accordance with the second paragraph of this 

Attachment D. 

(h) Transmission Prepayments shall equal the electric balance of 

Prepayments multiplied by the Transmission Wages and Salaries 

Allocation Factor. 

(i) Transmission Materials and Supplies shall equal the electric 

balance of Transmission Plant Materials and Supplies. 

(j) Transmission Related Cash Working Capital shall be a 12.5% 

allowance (45 days/360 days) of the Transmission Operation and 

Maintenance Expense included in Section II.G, Transmission 
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Related Administrative and General Expenses included in Section 

II.H, and Transmission Support Expenses included in Section II.K. 

2. Cost of Capital Rate 

The Cost of Capital Rate will equal (a) the Weighted Cost of Capital, plus 

(b) Federal Income Tax plus (c) State Income Tax. 

(a) The Weighted Cost of Capital will be calculated based upon the 

capital structure at the end of each year and will equal the sum of 

(i) and (ii) below.  

(i) the long-term debt component, which equals the product of the 

actual weighted average embedded cost to maturity of the long-

term debt then outstanding and the ratio that long-term debt is to 

the total capital. 

 (ii) the return on equity component shall be the product of the 

allowed ROE of the common equity and the ratio that 

common equity is to the total capital; provided that the 

common equity ratio as set forth in this Section shall be the 

Company’s actual common equity ratio, but in no event 

shall the common equity ratio exceed 60 percent for 2005, 
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55 percent for 2006 and 50 percent for 2007 and beyond.  

The allowed ROE for all or any part of a Service Year shall 

be the ROE established pursuant to the provisions of the 

Federal Power Act for the Company under this Local 

Service Schedule, subject to refund as may be ordered by 

the Commission in the proceeding in which any ROE 

change is instituted.  

 (b) Federal Income Tax shall equal 

(A+[(C+B)/D])(FT) 
1 - FT 

where FT is the Federal Income Tax Rate and A is the return on 

equity component, as determined in Section II.A.2.(a) (ii) above, B 

is Transmission Related Amortization of Investment Tax Credits, 

as determined in Section II.D below, C is the Equity AFUDC 

component of Transmission Depreciation and Amortization 

Expense, as defined in Section II.B below, and D is Transmission 

Investment Base, as determined in Section II.A.1 above. 

(c) State Income Tax shall equal 

(A+[(C+B)/D] + Federal Income Tax)(ST) 
1 - ST 
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where ST is the State Income Tax Rate, A is return on equity 

component determined in Section II.A.2.(a)(ii) above, B is the 

Amortization of Investment Tax Credits as determined in Section 

II.D below, C is the equity AFUDC component of Transmission 

Depreciation and Amortization Expense, as defined in Section II.B 

below, D is the Transmission Investment Base, as determined in 

II.A.1 above and Federal Income Tax is the rate determined in 

Section II.A.2.(b) above.   

B. Transmission Depreciation and Amortization Expense shall equal the sum of (i) 

the Depreciation Expense for Transmission Plant and (ii) an allocation of 

Intangible Plant Amortization Expense and General Plant Depreciation Expense, 

which is calculated by multiplying the sum of (a) Intangible Plant Amortization 

Expense and (b) General Plant Depreciation Expenses by the Transmission Wages 

and Salaries Allocation Factor.  All allocations and assignments shall be certified 

in accordance with the second paragraph of this Attachment D. 

C. Transmission Related Amortization of Gain/Loss on Reacquired Debt shall equal 

the electric Amortization of Gain/Loss on Reacquired Debt multiplied by the 

Plant Allocation Factor. 
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D. Transmission Related Amortization of Investment Tax Credits shall equal the 

electric Amortization of Investment Tax Credits multiplied by the Plant 

Allocation Factor. 

E. Transmission Related Municipal Tax Expense shall equal the total electric 

municipal tax expense reported in the Company’s FERC Form 1, page 263, Local 

Real Estate and Personal Property Taxes, column (i), multiplied by the Plant 

Allocation Factor.   

F. Transmission Related Payroll Tax Expense shall equal the total electric payroll 

tax expense reported in the Company’s FERC Form 1, page 263, Service 

Company Allocations and Capitalization, column (i), multiplied by the 

Transmission Wages and Salaries Allocation Factor. 

G. Transmission Operation and Maintenance Expense shall equal the Transmission 

Operation and Maintenance Expenses. 

H. Transmission Related Administrative and General Expenses shall equal the sum 

of the (1) Administrative and General Expense multiplied by the Transmission 

Wages and Salaries Allocation Factor, (2) Property Insurance included in FERC 

Account No. 924, line 156 multiplied by the Transmission Plant Allocation 

Factor, and (3) expenses included in Account No. 928, line 160 related to (i) 

transmission related FERC Assessments, plus (ii) any other Federal and State 
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transmission related expenses or assessments, plus (iii) the cost of the Auditor for 

services provided under the terms of  the second paragraph of this Attachment D.  

All adjustments and assignments shall be certified in accordance with the second 

paragraph of this Attachment D. 

I. Transmission Related Integrated Facilities Charges shall equal the transmission 

payments to affiliates for use of the integrated transmission facilities of those 

affiliates included in FERC Account No. 565.  Such amount shall be certified in 

accordance with the second paragraph of this Attachment D. 

J. Transmission Support Revenues shall equal the revenue received for transmission 

support included or includable in FERC Account Nos. 454 or 456 but excluding 

any revenue received for use of the Company’s entitlement in the Hydro-Quebec 

Facilities.  Such amount shall be certified in accordance with the second 

paragraph of this Attachment D. 

K. Transmission Support Expense shall equal the expense paid by the Company for 

transmission support included in FERC Account No. 565, but excluding expenses 

for the Hydro-Quebec DC Facilities.  Such amount shall be certified in 

accordance with the second paragraph of this Attachment D.  

L. Transmission-Related Expense from Generators shall equal the expenses from 

generators that are reflected in a filing made by the Company with the 
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Commission under Section 205 of the Federal Power Act and accepted by the 

Commission for recovery under the Local Service Schedule and included or 

includable in FERC Account No. 565.  Such amount shall be certified in 

accordance with the second paragraph of this Attachment D. 

M. Transmission Rents Received from Electric Property shall equal any FERC 

Account No. 454 Rents from Electric Property, associated with Transmission 

Plant but not reflected as a credit in Transmission Support Revenues in Section 

II.K.  Such amount shall be certified in accordance with the second paragraph of 

this Attachment D. 

N. Short-Term and Non-Firm Point-to-Point Service Revenues shall equal the 

applicable wheeling revenues received for Local Point-To-Point Service provided 

under this Local Service Schedule, including the transmission component of the 

Company’s Third-Party Sales, as recorded in FERC Account Nos. 447 and 456.  

Such amount shall be certified in accordance with the second paragraph of this 

Attachment D. 

O. Regional Network Services (RNS) Revenues shall equal Commonwealth’s RNS 

revenues pursuant to the Tariff, as included or includable in FERC Account Nos. 

454 or 456 but excluding any incremental revenues associated with FERC-
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approved adders for RTO participation and new investment.  Such amount shall 

be certified in accordance with the second paragraph of this Attachment D. 

P. Through or Out Revenues shall equal the distribution of revenues received by the 

Company for Through or Out Service pursuant to the Tariff as included or 

includable in FERC Account Nos. 454 or 456.  Such amount shall be certified in 

accordance with the second paragraph of this Attachment D. 

Q. ISO-NE Scheduling and Dispatch Revenues shall be the amount of revenues 

received by the Company from ISO-NE for scheduling and dispatch services 

pursuant to the Tariff as included or includable in FERC Account Nos. 454 or 

456.  Such amount shall be certified in accordance with the second paragraph of 

this Attachment D. 

R. 13.8 kV Transmission Facilities Revenue Requirement shall be the cost of 

operating 13.8 kV transmission facilities located within the City of Cambridge 

and calculated in accordance with Attachment D – 13.8 kV Transmission Rider.
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13.8 kV Transmission Rider to Attachment D 
 

ANNUAL 13.8 kV TRANSMISSION FACILITIES REVENUE REQUIREMENTS 

The 13.8 kV Transmission Revenue Requirements for Cambridge will reflect the costs for its 

13.8 kV Transmission System, including costs attributable to those incurred by the Company in 

owning, leasing, maintaining and supporting the 13.8 kV Transmission System net of revenues 

for transmission services provided under any other FERC accepted tariff or under any contract 

with other parties that provides reimbursement to the Company for 13.8 kV transmission related 

services.  Under no circumstances shall the Company’s Local Network Service rates, including 

these 13.8 kV Transmission Facilities Revenue Requirements, include costs that are charged 

through any other rate or tariff.  The 13.8 kV Transmission Revenue Requirements will be an 

annual calculation based on the estimated costs for its 13.8 kV Transmission System during the 

Service Year.  The Company shall make an annual informational filing with the FERC on or 

before May 31 of each year which shall include a True-up of estimated costs and revenues, and 

actual costs and revenues for the preceding Service Year.  Actual costs will be determined using 

data required to be reported annually in the FERC Form 1 and recorded on the Company’s books 

in accordance with FERC’s Uniform System of Accounts; unless the use of other data, such as 

subaccount balances, is specifically required by the provisions below, in which case an 

independent certified public accountant, the “Auditor” as defined in Section 4, shall certify that 

the development, accuracy and application of such other data is in accordance with the 

provisions of this 13.8 kV Transmission Facilities Revenue Requirement included in the 
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Company’s Local Network Service Embedded Cost Charge in accordance with the provisions of 

Attachment D, Section II.R.  Such certification will be included with the annual informational 

filing along with adequate detail that supports the values contained within the True-up 

calculation.  References to specific FERC Form1 pages, line numbers and columns included in 

this Local Service Schedule are based on the Company’s 2004 Form 1.  Subsequent FERC 

changes to Form 1 may be adopted to the extent they are consistent with the provisions and terms 

of this Local Service Schedule and not otherwise prohibited by FERC.  This 13.8 kV 

Transmission Rider to Attachment D shall expire and have no further effect upon the effective 

date of the transfer of recovery of all costs hereunder to another tariff, as may be approved by the 

Massachusetts Department of Telecommunications and Energy, FERC or otherwise. 

I. DEFINITIONS 

Capitalized terms not otherwise defined in Section II.1 of the OATT or the Local Service 

Schedule and as used herein have the following definitions: 

A. ALLOCATION FACTORS 

1. 13.8 kV Transmission Wages and Salaries Allocation Factor shall equal 

the ratio of 13.8 kV Transmission-related Direct Wages and Salaries as 

defined below to the Company’s total direct wages and salaries including 

those of the affiliated companies as reported in the Company’s FERC 

Form 1, page 354, line 25, column (b), and excluding administrative and 
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general wages and salaries as reported in the Company’s FERC Form 1, 

page 354, line 24, column (b).  All allocations and assignments of FERC 

Account balances shall be certified in accordance with the second 

paragraph of Attachment D. 

2. 13.8 kV Plant Allocation Factor shall equal the ratio of the sum of 1) Total 

Investment in 13.8 kV Transmission Plant as defined below and 2) 13.8kv 

Transmission related Intangible and General Plant as defined below to 

Total Plant in Service excluding HQ leases.  All allocations and 

assignments of FERC Account balances shall be certified in accordance 

with the second paragraph of Attachment D. 

3. 13.8 kV Distribution Plant Allocation Factor shall equal the ratio of the 

sum of Total Investment in 13.8 kV Transmission Plant as defined below 

to Total Distribution Plant in Service. 

B. TERMS 

Administrative and General Expense shall equal the expenses as recorded in 

FERC Account Nos. 920-931 and 935, excluding FERC Account Nos. 924, 928 

and 930.1. 
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Amortization of Gain on Reacquired Debt shall equal the amortization amount 

recorded in FERC Account No. 429.1. 

Amortization of Loss on Reacquired Debt shall equal the expenses recorded in 

FERC Account No. 428.1. 

Amortization of Investment Tax Credits shall equal the credits as recorded in 

FERC Account No. 411.4. 

Depreciation Expense for 13.8 kV Transmission Plant shall equal the distribution 

depreciation expenses as recorded in FERC Account No. 403 as reported in the 

Company’s annual FERC Form 1, page 336, line 8, column (b), multiplied by the 

13.8 kV Distribution Plant Allocation Factor.   

General Plant shall equal the gross plant balance as recorded in FERC Account 

Nos. 389-399. 

General Plant Depreciation Expense shall equal the general plant expenses as 

recorded in FERC Account No. 403 as reported in the Company’s annual FERC 

Form 1, page 336, line 9, column (b). 

General Plant Depreciation Reserve shall equal the general reserve balance as 

recorded in FERC Account No. 108 as reported in the Company’s annual FERC 

Form 1, page 219, line 27, column (e). 
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Intangible Plant shall equal the gross plant balance as recorded in FERC Account 

No. 303 as reported in the Company’s annual FERC Form 1, page 205, line 4, 

column (g).  The only allowable Intangible Plant for inclusion in the 13.8 kV 

Transmission rider are software, patent or rights costs.  All allocations and 

assignments of FERC Account balances shall be certified in accordance with the 

second paragraph of Attachment D. 

Intangible Plant Amortization Expense shall equal amortization expenses as 

recorded in FERC Account Nos. 404-405 as reported in the Company’s annual 

FERC Form 1, page 336, line 1, column (f).  The only allowable Intangible Plant 

Amortization Expense for inclusion in the 13.8 kV Transmission rider are 

software, patent or rights costs.  All allocations and assignments of FERC 

Account balances shall be certified in accordance with the second paragraph of 

Attachment D. 

Intangible Plant Amortization Reserve shall equal the amortization reserve 

balance as recorded in FERC Account No. 111.  The only allowable Intangible 

Plant Amortization Reserve for inclusion in the 13.8 kV Transmission rider are 

software, patent or rights costs.  All allocations and assignments of FERC 

Account balances shall be certified in accordance with the second paragraph of 

Attachment D. 
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Other Regulatory Assets/Liabilities - FAS 106 shall equal the net of the FAS 106 

balance as recorded in FERC Account No. 182.3 and any FAS 106 balance as 

recorded in the FERC Account No. 254.  All allocations and assignments of 

FERC Account balances shall be certified in accordance with the second 

paragraph of Attachment D. 

Other Regulatory Assets/Liabilities - FAS 109 shall equal the net of the FAS 109 

balance in FERC Account No. 182.3 and any FAS 109 balance as recorded in the 

FERC Account No. 254.  All allocations and assignments of FERC Account 

balances shall be certified in accordance with the second paragraph of 

Attachment D.  

Payroll Taxes shall equal those payroll expenses as recorded in the FERC 

Account No. 408.1.  All allocations and assignments of FERC Account balances 

shall be certified in accordance with the second paragraph of Attachment D. 

Prepayments shall equal the prepayment balance as recorded in FERC Account 

No. 165. 

Property Insurance shall equal the expenses as recorded in FERC Account No. 

924. 
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Total Accumulated Deferred Income Taxes shall equal the net of the deferred tax 

balance as recorded in FERC Account Nos. 281-283 and 190 for those balances 

that are directly related to 13.8 kV transmission, excluding those directly related 

to distribution or other businesses.  All allocations and assignments of FERC 

Account balances shall be certified in accordance with the second paragraph of 

Attachment D. 

Total Gain on Reacquired Debt shall equal the gain as recorded in FERC Account 

No. 257. 

Total Loss on Reacquired Debt shall equal the expenses as recorded in FERC 

Account No. 189. 

Total Municipal Tax Expense shall equal the municipal tax expenses as recorded 

in FERC Account No. 408.1 as reported in the Company’s annual FERC Form 1, 

page 263, line 5, column (i). 

Total Plant in Service shall equal the total gross plant balance as recorded in 

FERC Account Nos. 301-399 excluding HQ Leases recorded in those accounts. 

Total 13.8 kV Transmission Depreciation Reserve shall equal the distribution 

reserve balance as recorded in FERC Account No. 108 as reported in the 
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Company’s annual FERC Form 1, page 219, line 26, column (c), multiplied by 

the 13.8 kV Distribution Plant Allocation Factor. 

13.8 kV Transmission Operation and Maintenance Expense shall equal the 

expenses as recorded in FERC Account Nos. 580-593 multiplied by the 13.8kv 

Distribution Plant Allocation Factor. 

13.8 kV Transmission-related Direct Wages and Salaries shall be the total 

Distribution Wages & Salaries as reported in the Company’s annual FERC Form 

1, page 354, line 20, column (b), multiplied by the 13.8 kV Distribution Plant 

Allocation Factor.  

13.8 kV Transmission Plant shall equal the 13.8 kV Gross Plant balance as 

recorded in FERC Account Nos. 360, 361, 362, 366 and 367 as determined by the 

Company’s detailed property records systems.  All allocations and assignments of 

FERC Account balances shall be certified in accordance with the second 

paragraph of Attachment D. 

13.8 kV Transmission Plant Materials and Supplies shall equal the balance of 

distribution materials and supplies as recorded in FERC Account No. 154 as 

reported in the Company’s annual FERC Form 1, page 227, line 9, column (c) 

multiplied by the 13.8 kV Plant Allocation Factor.  All allocations and 
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assignments of FERC Account balances shall be certified in accordance with the 

second paragraph of Attachment D. 

II. CALCULATION OF 13.8 kV TRANSMISSION REVENUE REQUIREMENTS 

The 13.8 kV Transmission Revenue Requirement shall equal the sum of (A) Return and 

Associated Income Taxes, (B) 13.8 kV Transmission Depreciation and Amortization 

Expense, (C) 13.8 kV Transmission Related Amortization of Loss on Reacquired Debt, 

(D) 13.8 kV Transmission Related Amortization of Investment Tax Credits, (E) 13.8 kV 

Transmission Related Municipal Tax Expense, (F) 13.8 kV Transmission Related Payroll 

Tax Expense, (G) 13.8 kV Transmission Operation and Maintenance Expense, (H) 13.8 

kV Transmission Related Administrative and General Expenses, (I) 13.8 kV 

Transmission Support Revenue, minus (J) 13.8 kV Transmission Rents Received from 

Electric Property, minus (K) 13.8 kV Short-Term and Non-Firm Point-To-Point 13.8 kV 

Service Revenues.    

A. Return and Associated Income Taxes shall equal the product of the 13.8 kV 

Transmission Investment Base and the Cost of Capital Rate.   

1. 13.8 kV Transmission Investment Base 

The 13.8 kV Transmission Investment Base will be the year end balances 

of (a) 13.8 kV Transmission Plant, plus (b) 13.8 kV Transmission Related 
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Intangible and General Plant, less (c) 13.8 kV Transmission Related 

Depreciation and Amortization Reserve, less (d) 13.8 kV Transmission 

Related Accumulated Deferred Taxes, plus (e) 13.8 kV Transmission 

Related Gain/Loss on Reacquired Debt, plus (f) Other 13.8 kV Regulatory 

Assets/Liabilities, plus (g) 13.8 kV Transmission Prepayments, plus (h) 

13.8 kV Transmission Materials and Supplies, plus (i) 13.8 kV 

Transmission Related Cash Working Capital. 

(a) 13.8 kV Transmission Plant will equal the balance of the 

investment in 13.8 kV Transmission Plant. 

(b) 13.8 kV Transmission Related Intangible and General Plant shall 

equal the sum of the balance of investment in Intangible Plant and 

General Plant multiplied by the 13.8 kV Transmission Wages and 

Salaries Allocation Factor. 

(c) 13.8 kV Transmission Related Depreciation and Amortization 

Reserve shall equal the balance of the Total 13.8 kV Transmission 

Depreciation Reserve as defined above, plus the product of (i) the 

sum of the Intangible Plant Amortization Reserve and General 

Plant Depreciation Reserve and (ii) the 13.8 kV Transmission 

Wages and Salaries Allocation Factor.  The only allowable 
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Intangible Plant and related expenses for inclusion in this 13.8 kV 

Transmission Rider are software, patent or rights costs.  All 

allocations and assignments of FERC Account balances shall be 

certified in accordance with the second paragraph of 

Attachment D. 

(d) 13.8 kV Transmission Related Accumulated Deferred Taxes shall 

equal the electric balance of Total 13.8 kV Accumulated Deferred 

Income Taxes (for those balances that are directly related to 13.8 

kV transmission, plus the balances not directly related to other 

businesses), with the remaining accumulated deferred taxes not 

directly related to other businesses being allocated on the same 

basis used for the related rate base assets.  All allocations and 

assignments of FERC Account balances shall be certified in 

accordance with the second paragraph of Attachment D. 

(e) 13.8 kV Transmission Related Gain/Loss on Reacquired Debt shall 

equal the electric balance of Total Gain/Loss on Reacquired Debt 

multiplied by the 13.8 kV Plant Allocation Factor. 

(f) Other Regulatory Assets/Liabilities shall equal the electric balance 

of any deferred rate recovery of FAS 106 expenses multiplied by 
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the 13.8 kV Transmission Wages and Salaries Allocation Factor, 

plus the electric balance of FAS 109 multiplied by the 13.8 kV 

Plant Allocation Factor.  All allocations and assignments of FERC 

Account balances shall be certified in accordance with the second 

paragraph of Attachment D.(g) 13.8 kV Transmission 

Prepayments shall equal the electric balance of Prepayments 

multiplied by the 13.8 kV Transmission Wages and Salaries 

Allocation Factor. 

(h) 13.8 kV Transmission Materials and Supplies shall equal the 

electric balance of 13.8 kV Transmission Plant Materials and 

Supplies. 

(i) 13.8 kV Transmission Related Cash Working Capital shall be a 

12.5% allowance (45 days/360 days) of the 13.8 kV Transmission 

Operation and Maintenance Expense included in II.G, and 13.8 kV 

Transmission Related Administrative and General Expenses 

included in II.H. 

2. Cost of Capital Rate 

The Cost of Capital Rate will equal (a) the Weighted Cost of Capital, plus 

(b) Federal Income Tax plus (c) State Income Tax. 
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(a) The Weighted Cost of Capital will be calculated based upon the 

capital structure at the end of each year and will equal the sum of 

(i) and (ii) below.  

(i) the long-term debt component, which equals the product of 

the actual weighted average embedded cost to maturity of 

the long-term debt then outstanding and the ratio that long-

term debt is to the total capital. 

(ii) the return on equity component shall be the product of the 

allowed ROE of the common equity and the ratio that 

common equity is to the total capital; provided that the 

common equity ratio shall be the Company’s actual 

common equity ratio, but in no event shall the common 

equity ratio exceed 60 percent for 2005, 55 percent for 

2006 and 50 percent for 2007 and beyond.  The allowed 

ROE for all or any part of a Service Year shall be the ROE 

established pursuant to the provisions of the Federal Power 

Act for the Company under this Local Service Schedule, 

subject to refund as may be ordered by the Commission in 

the proceeding in which any ROE change is instituted.   



 D.T.E. 06-40 
 Exhibit NSTAR CLV-6 
 
ISO New England Inc.  
FERC Electric Tariff No. 3  
Section II - Open Access Transmission Tariff 
Schedule 21 - CEL 
  
 

33 

 (b) Federal Income Tax shall equal 

(A+[(C+B)/D])(FT) 
1 - FT 

where FT is the Federal Income Tax Rate and A is the return on 

equity component, as determined in Section II.A.2.(a)(ii) above, B 

is 13.8 kV Transmission Related Amortization of Investment Tax 

Credits, as determined in Section II.D., below, C is the Equity 

AFUDC component of 13.8 kV Transmission Depreciation and 

Amortization Expense , as defined in Section II.B below, and D is 

13.8 kV Transmission Investment Base, as determined in Section 

II.A.1., above. 

(c) State Income Tax shall equal 

(A+[(C+B)/D] + Federal Income Tax)(ST) 
1 - ST 

where ST is the State Income Tax Rate, A is the return on equity 

component determined in Section II.A.2.(a)(ii) above, B is the 13.8 

kV Amortization of Investment Tax Credits as determined in 

Section II.D. below, C is the equity AFUDC component of 13.8 

kV Transmission Depreciation and Amortization Expense, as 

defined in Section II.B below, D is the 13.8 kV Transmission 
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Investment Base, as determined in II.A.1, above and Federal 

Income Tax is the rate determined in Section II.A.2.(b) above.   

B. 13.8 kV Transmission Depreciation and Amortization Expense shall equal the 

sum of (i) the Depreciation Expense for 13.8 kV Transmission Plant and (ii) an 

allocation of Intangible Plant Amortization Expense and General Plant 

Depreciation Expense, which is calculated by multiplying the sum of (a) 

Intangible Plant Amortization Expense and (b) General Plant Depreciation 

Expenses by the 13.8 kV Transmission Wages and Salaries Allocation Factor.  All 

allocations and assignments of FERC Account balances shall be certified in 

accordance with the second paragraph of Attachment D. 

C. 13.8 kV Transmission Related Amortization of Gain/Loss on Reacquired Debt 

shall equal the electric Amortization of Gain/Loss on Reacquired Debt multiplied 

by the 13.8 kV Plant Allocation Factor. 

D. 13.8 kV Transmission Related Amortization of Investment Tax Credits shall 

equal the electric Amortization of Investment Tax Credits multiplied by the 13.8 

kV Plant Allocation Factor. 

E. 13.8 kV Transmission Related Municipal Tax Expense shall equal the total 

electric municipal tax expense as reported in the Company’s FERC Form 1, page 
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263, line 5, Local Real Estate and Personal Property Taxes, column (i), multiplied 

by the 13.8 kV Plant Allocation Factor. 

F. 13.8 kV Transmission Related Payroll Tax Expense shall equal the total electric 

payroll tax expense as reported in the Company’s FERC Form 1, page 263, 

Service Company Allocations and Capitalization, column (i), multiplied by the 

13.8 kV Transmission Wages and Salaries Allocation Factor. 

G. 13.8 kV Transmission Operation and Maintenance Expense shall equal the 

13.8 kV Transmission Operation and Maintenance Expenses. 

H. 13.8 kV Transmission Related Administrative and General Expenses shall equal 

the sum of the (1) Administrative and General Expense as defined above 

multiplied by the 13.8 kV Transmission Wages and Salaries Allocation Factor, 

and (2) Property Insurance as defined above multiplied by the 13.8 kV Plant 

Allocation Factor.  

I. 13.8 kV Transmission Support Revenues shall equal the revenue received for 

13.8 kV transmission support included or includable in FERC Account Nos. 454 

or 456.  All allocations and assignments of FERC Account balances shall be 

certified in accordance with the second paragraph of Attachment D.  
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J. 13.8 kV Transmission Rents Received from Electric Property shall equal any 

Account No. 454 Rents from electric property, associated with 13.8 kV 

Transmission Plant but not reflected as a credit in 13.8 kV Transmission Support 

Revenues in Section I.  All allocations and assignments of FERC Account 

balances shall be certified in accordance with the second paragraph of 

Attachment D. 

K. 13.8 kV Short-Term and Non-Firm Point-to-Point Service Revenues shall equal 

the applicable wheeling revenues received for Local Point-To-Point Service 

provided under this Local Service Schedule, including the 13.8 kV transmission 

component of the Company’s Third-Party Sales, as recorded in Account Nos. 447 

and 456.  All allocations and assignments of FERC Account balances shall be 

certified in accordance with the second paragraph of Attachment D.
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Col 1 Col 2 Col 3 Col 4 Col 5

Line Description
 Tariff 
Section Amount Reference

1 Investment Base II
2 13.8 kV Plant II.A.1.a 72,821,605$   Sheet 3, Line 1, Col 8
3 13.8 kV Related Intangible and General Plant II.A.1.b 1,970,913      Sheet 3, Line 4, Col 8
5 Total Gross 13.8 kV Plant 74,792,518     Sum Lines 2 thru 3

6 13.8 kV Related Depreciation and Amortization Reserve II.A.1.c (22,859,329)   Sheet 3, Line 9, Col 8
7 13.8 kV Related Accumulated Deferred Taxes II.A.1.d (10,300,807)   Sheet 3, Line 15, Col 8
8 Total Net 13.8 kV Plant 41,632,382     Sum Lines 5 thru 7

9 13.8 kV Related Gain/Loss on Reacquired Debt II.A.1.e -                     Sheet 3, Line 16, Col 8
10 Other Regulatory Assets/Liabilities II.A.1.f 295,799         Sheet 3, Line 20, Col 8
11 13.8 kV Prepayments II.A.1.g 353,068         Sheet 3, Line 21, Col 8
12 13.8 kV Materials and Supplies II.A.1.h 411,756         Sheet 3, Line 22, Col 8
13 13.8 kV Related Cash Working Capital II.A.1.i 552,006         Sheet 3, Line 29, Col 8
14 Total Investment Base 43,245,011$   Sum Lines 8 thru 13

15 Revenue Requirements
16 Return and Associated Income Taxes II.A.2 6,817,432$     Sheet 2, Line 38, Col 4
17 13.8 kV Transmission Related Depreciation and Amortization Expense II.B 2,259,571      Sheet 4, Line 5, Col 8
18 13.8 kV Transmission Related Related Amort. of Loss on Reacquired Debt II.C -                     Sheet 4, Line 6, Col 8
19 13.8 kV Transmission Related Related Amortization of Investment Tax Credi II.D (21,514)          Sheet 4, Line 7, Col 8
20 13.8 kV Transmission Related Related Municipal Tax Expense II.E 703,613         Sheet 4, Line 8, Col 8
21 13.8 kV Related Transmission Related Payroll Tax Expense II.F 137,150         Sheet 4, Line 9, Col 8
22 13.8 kV Transmission Related Operation and Maintenance Expense II.G 2,233,054      Sheet 4, Line 10, Col 8
23 13.8 kV Related Transmission Related Administrative and General Expenses II.H 2,182,994      Sheet 4, Line 20, Col 8
24 13.8 kV Transmission Support Revenues II.I (891,002)        Sheet 6, Line 3, Col 5
25 13.8 kV Transmission Support Expense II.J -                     Sheet 6
26 13.8 kV Transmission Rents Recieved from Electric Property II.K -                     Sheet 6
27 13.8 kV Short-term & Non-Firm Point-to-Point Service Revenue II.L -                     Sheet 6

28 Total 13.8 kV Revenue Requirements 13,421,298$   Sum Lines 16 thru 27

Cambridge Electric Light Company
Annual 13.8kV Transmission Facilities Revenue Requirements

Sheet 1
Cost Year: 2005
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Col 1 Col 2 Col 3 Col 4 Col 5 Col 6 Col 7 Col 8 Col 9

Line Description
 Tariff 
Section Balance Ratio Cost *

 Weighted 
Cost  Equity Cost  Reference 

1 Long Term Debt II.A.2.a.i 25,000,000       40.00% 7.89% 3.16% Page 112.24c
2 Preferred Stock -                        0.00% 0.00% 0.00% 0.00% Page 112.3c
3 Common Equity II.A.2.a.ii 89,763,255       60.00% 12.80% 7.68% 7.68% Page 112.16c (less Line 2)
4 Total 114,763,255     100.00% 10.84% 7.68%

5 Total Investment Base 43,245,011       Sheet 1, Line 14, Col 4

6 Cost of Capital Rate II.A.2

7 (a)  Weighted Cost of Capital II.A.2.a 10.84% Line 4, Col 7
8 Return on Investment 4,687,759$       Line 5 * Line 7

9 (b) Federal Income Tax II.A.2.b
10

11 A = Equity Cost 7.68% Line 4, Col 8
12 B = Transmission Amortization of ITC (21,514)             Sheet 4, Line 7, Col 8
13 C = Equity AFUDC -                        Per Section II.B
14 Total B + C (21,514)             Lines 12 + 13
15 D = Investment Base 43,245,011$     Line 5
16 (B + C) / D -0.05% Line 14 / Line 15
17 (A + [(C + B) / D] 7.63% Lines 11 + 16

18 FT = Federal Income Tax Rate 35.00%
19 1 - FT 65.00% 1 - Line 18
20 Federal Tax Factor 4.10860% Line 17 * Line 18 / Line 19
21 Federal Income Taxes 1,776,763$       Line 15 * Line 20

20 (c) State Income Tax II.A.2.c
21

22 A = Equity Cost 7.68% Line 4, Col 8
23 B = Transmission Amortization of ITC (21,514)             Sheet 4, Line 7, Col 8
24 C = Equity AFUDC -                        Per Section II.B
25 Total B + C (21,514)             Lines 23 + 24
26 D = Investment Base 43,245,011$     Line 5
27 (B + C) / D -0.05% Line 25 / Line 26
28 (A + [(C + B) / D] 7.63% Lines 26 + 27

29 ST = State Income Tax Rate 6.50%
30 1 - ST 93.50% 1 - line 29, Col 4
31 Federal Tax Factor 4.11% Line 20
32 State Tax Factor 0.81607% (Line 28 +Line 31) * Line 29 / Line 30
33 State Income Taxes 352,909$          Line 26 * Line 32

34 Investment Return and Income Taxes
35 Return on Investment 4,687,759$       Line 8
36 Federal Income Taxes 1,776,763         Line 21
37 State Income Taxes 352,909            Line 33
38 Total II.A.2 6,817,432$       Sum Lines 35 thru 37

* See Sheet 7, Col 15, Line 3 for Cost of LTD

(A + [(C + B) / D]) (FT)
1 - FT

(A + [(C + B) / D]) + Federal Income Tax) (ST)
1 - ST

Cambridge Electric Light Company
Investment Return and Income Taxes

Cost Year: 2005
Sheet 2
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Col 1 Col 2 Col 3 Col 4 Col 6 Col 7 Col 8 Col 9

Line Description  Tariff Section Total
 Transmission 

Allocated 
 LNS Allocation 

Factor (b)  LNS Allocated Reference
(Col 4 x Col 5) (Col 6 x Col 7)

1 13.8 kV Transmission Plant II.A.1.a 153,267,084$    47.5129% 72,821,605$     100.0000% 72,821,605$    Sheet 8, Line 17

2 Intangible Plant II.A.1.b 2,774,261          32.4857% (a) 901,237            100.0000% 901,237           Page 205.5g
3 General Plant II.A.1.b 3,292,765          32.4857% (a) 1,069,676         100.0000% 1,069,676        Page 207.90g
4 Total II.A.1.b 6,067,026          1,970,913         1,970,913        Sum Lines 2 thru 3

5 13.8 kV Transmission Accumulated Depreciation & Amortization II.A.1.c
6 13.8 kV Transmission Accum Depreciation (47,324,150)      47.5129% (d) (22,485,066)     100.0000% (22,485,066)     Page 219.26b
7 Intangible Plant Accum. Amortization (1,139,569)        32.4857% (a) (370,196)          100.0000% (370,196)          Page 200.21b
8 General Plant Accum. Depreciation (12,517)             32.4857% (a) (4,066)              100.0000% (4,066)             Page 219.27b
9 Total (48,476,236)      (22,859,329)     (22,859,329)     Sum Lines 6 thru 8

10 13.8 kV Transmission Acc Def Taxes II.A.1.d
11 Accumulated Deferred Taxes (190) 7,530,939          13.6950% (e) 1,031,364         100.0000% 1,031,364        Page 234.2c (See Line 52)
12 Accumulated Deferred Taxes (281) -                        100.0000% -                      Page 273.8k
13 Accumulated Deferred Taxes (282) (25,978,487)      37.7748% (c) (9,813,326)       100.0000% (9,813,326)       Page 275.2k
14 Accumulated Deferred Taxes (283) (21,174,438)      7.1730% (f) (1,518,845)       100.0000% (1,518,845)       Page 277.3k (See Line 73)
15 Total (39,621,986)      (10,300,807)     (10,300,807)     Sum Lines 11 thru 14

16 13.8 kV Gain/Loss on Reacquired Debt II.A.1.e -                        37.7748% (c) -                       100.0000% -                      Page 111.81c + Page 113.61c

17 13.8 kV Other Regulatory Assets/Liabilities II.A.1.f
18 FAS 106 (182.3 & 254) 1,367,955          32.4857% (a) 444,389            100.0000% 444,389           Page 232 & 278
19 FAS 109 (182.3 & 254) (393,358)           37.7748% (c) (148,590)          100.0000% (148,590)          Page 232 & 278
20 Total 974,597            295,799            295,799           Sum Lines 18 thru 19
21 13.8 kV Transmission Prepayments II.A.1.g 1,086,844          32.4857% (a) 353,068            100.0000% 353,068           Page 111.57c

22 13.8 kV Transmission M&S II.A.1.h 866,620            47.5129% (d) 411,756            100.0000% 411,756           Page 227.9c

23 13.8 kV Cash Working Capital II.A.1.i
24 Operation & Maintenance Expense 2,233,054        Sheet 1, Line 22, Col 4
25 Administrative & General Expense 2,182,994        Sheet 1, Line 23, Col 4
27 Total 4,416,048        Sum Lines 24 thru 25
28 Working Capital Factor 0.125                45 / 360
29 Total 552,006           Line 27 x Line 28

30 (a) 13.8 kV Wage & Salary Allocation Factor 32.4857% Sheet 5, Line 8, Col 4
31 (b) LNS Allocation Factor 100.0000%
32 (c) 13.8 kV Plant Allocation Factor 37.7748% Sheet 5, Line 15, Col 4
33 (d) 13.8 kV Dist Plant Allocation Factor 47.5129% Sheet 5, Line 19, Col 4

34 (e) Accumulated Deferred Taxes (190)
35 Sale of Generating Assets 1,200,565          0.0000% -                       100.0000% -                      
36 Demand Side Management revenue deferred 1,819,609          0.0000% -                       100.0000% -                      
37 Bonus depreciation state limitation 76,321              37.7748% (c) 28,830             100.0000% 28,830             
38 State loss limitation from 2000 net of amortization 186,028            37.7748% (c) 70,272             100.0000% 70,272             
39 Regulatory Assets 1,373,809          37.7748% (c) 518,954            100.0000% 518,954           
40 Charitable contributions 5,805                37.7748% (c) 2,193               100.0000% 2,193               
41 Mitigation incentive reserve unbilled 185,142            0.0000% -                       100.0000% -                      
42 NEPOOL 19,473              37.7748% (c) 7,356               100.0000% 7,356               
43 Stare benefit of federal change 15,857              37.7748% (c) 5,990               100.0000% 5,990               
44 Pension and PBOP costs 845,417            32.4857% (a) 274,639            100.0000% 274,639           
45 Provision for rate refund 1,289,216          0.0000% -                       100.0000% -                      
46 Sales tax abatement interest 45,647              37.7748% (c) 17,243             100.0000% 17,243             
47 Self insurance reserves 184,358            37.7748% (c) 69,641             100.0000% 69,641             
48 State net operating loss 60,982              37.7748% (c) 23,036             100.0000% 23,036             
49 Early lease retirement (Prudential) 40,666              32.4857% (a) 13,211             100.0000% 13,211             
50 Uncollectible accounts 180,653            0.0000% -                       100.0000% -                      
51 Stock incentive plan 1,391                0.0000% -                       100.0000% -                      
52 Total 7,530,939          13.6950% 1,031,364         1,031,364        Page 234.2c

53 (f) Account 283 - Non-Property 
54 Deferral of power costs 13,452,070        0.0000% -                       100.0000% -                      
55 Deferral of power costs-topside (2,256,142)        0.0000% -                       100.0000% -                      
56 Regulatory assets PBOP 1,586,568          32.4857% (a) 515,407            100.0000% 515,407           
57 Cost to achieve expenditures 849,639            0.0000% -                       100.0000% -                      
58 Gain of sale of assets 4,189,415          0.0000% -                       100.0000% -                      
59 Federal appeals items 2,058,660          37.7748% (c) 777,655            100.0000% 777,655           
60 FAS 106 costs-Medicare Act 53,287              32.4857% (a) 17,311             100.0000% 17,311             
61 Environmental costs 174,756            37.7748% (c) 66,014             100.0000% 66,014             
62 FAS 109 reserve transfer 93,619              37.7748% (c) 35,364             100.0000% 35,364             
63 Interest accrued on potential tax deficiency 4,395                37.7748% (c) 1,660               100.0000% 1,660               
64 Investment in HEEC/HQ earnings 224,464            0.0000% -                       100.0000% -                      
65 ISO start-up costs deferred 10,836              37.7748% (c) 4,093               100.0000% 4,093               
66 Rate design adjustment 181,822            0.0000% -                       100.0000% -                      
67 Sale of generating assets 281,622            0.0000% -                       100.0000% -                      
68 State liability for Federal change 1997-1999 66,728              37.7748% (c) 25,206             100.0000% 25,206             
69 RAAC deferred revenue 1,152                0.0000% -                       100.0000% -                      
70 Interest on state and municipal accounts 7,431                37.7748% (c) 2,807               100.0000% 2,807               
71 FAS 109 Other (285,486)           37.7748% (c) (107,842)          100.0000% (107,842)          
72 Other items 479,602            37.7748% (c) 181,169            100.0000% 181,169           
73 Total 21,174,438        1,518,845         1,518,845        Page 277.3k

 Allocation 
Factor 

Col 5

Cambridge Electric Light Company
Investment Base
Cost Year: 2005

Sheet 3
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Col 1 Col 2 Col 3 Col 4 Col 6 Col 7 Col 8 Col 9

Line Description
 Tariff 
Section Total

 Transmission 
Allocated 

LNS Allocation 
Factor (b)  LNS Allocated Reference

(Col 4 x Col 5) (Col 6 x Col 7)

1 13.8 kV Depreciation & Amortization Expense II.B
2 13.8 kV Transmission Plant Depreciation II.B.i 4,343,709$      47.5129% (d) 2,063,821$      100.0000% 2,063,821$      Page 336.8b
3 Intangible Plant Amortization II.B.ii 528,332           32.4857% (a) 171,632           100.0000% 171,632           Page 336.1f
4 General Plant Depreciation II.B.ii 74,240             32.4857% (a) 24,117             100.0000% 24,117             Page 336.9b
5 Total 4,946,281        2,259,571        2,259,571        Sum Lines 2 thru 4

6 Amortization of Gain/Loss on Reacquired Debt II.C -                      37.7748% (c) -                      100.0000% -                      Page 117.64c + Page 117.66c

7 Amortization of Investment Tax Credits II.D (56,952)           37.7748% (c) (21,514)           100.0000% (21,514)           Page 266.8f

8 Municipal Tax Expense II.E 1,862,652        37.7748% (c) 703,613           100.0000% 703,613           Page 263.5i

9 Payroll Taxes II.F 422,187           32.4857% (a) 137,150           100.0000% 137,150           Page 263.7i + Page 263.10i

10 13.8 kV Transmission Operations & Maintenance II.G 4,699,891        47.5129% (d) 2,233,054        100.0000% 2,233,054        Page 322.126b

11 Transmission Administrative & General II.H
12 Administrative and General 7,244,449        Page 323.168b
13 Property Insurance (924) (37,247)           Page 323.156b
14 Regulatory Commission Expense (928) (495,635)         Page 323.160b
15 General Advertising Expense (930.1) (35,008)           Page 323.162b
16 Sub-Total 6,676,559        32.4857% (a) 2,168,924        100.0000% 2,168,924        Sum Lines 12 thru 15
17 Property Insurance (924) 37,247             37.7748% (c) 14,070             100.0000% 14,070             See Line 13
18 Regulatory Commission Expense (928) 495,635           0.0000% -                      100.0000% -                      See Line 14
19 General Advertising Expense (930.1) 35,008             0.0000% -                      100.0000% -                      See Line 15
20 Total 7,244,449        2,182,994        2,182,994        Sum Lines 16 thru 19

21 (a) 13.8 kV Wage & Salary Allocation Factor 32.4857% Sheet 5, Line 8, Col 4
22 (b) LNS Allocation Factor 100.0000%
23 (c) 13.8 kV Plant Allocation Factor 37.7748% Sheet 5, Line 15, Col 4
24 (d) 13.8 kV Distribution Plant Allocation Factor 47.5129% Sheet 5, Line 19, Col 4

Col 5

 Allocation 
Factor 

Cambridge Electric Light Company
Transmission Expenses

Cost Year: 2005
Sheet 4
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Col 1 Col 2 Col 3 Col 4 Col 5

Line Description
 Tariff 
Section Amount  Reference 

1 13.8 kV Wages and Salaries Allocation Factor I.A.1

2 Distribution Wages & Salaries 3,443,852$       Page 354.20b
3 13.8 kV Distribution Plant Allocation Factor 47.5129% Line 19
4 13.8 kV Transmission Wages & Salaries 1,636,273$       Line 2 x Line 3

5 Total Wages and Salaries 6,427,080         Page 354.25b
6 Administrative and General Salaries 1,390,170         Page 354.24b
7 Net Wages and Salaries 5,036,910$       Line 5 - Line 6
8 Allocation Factor 32.4857% Line 4 / Line 7

9 13.8 kV Plant Allocation Factor I.A.2

10 13.8 kV Transmission Plant 72,821,605$     Sheet 3, Line 1, Col 8
11 13.8 kV Transmission Related Intangible Plant 901,237            Sheet 3, Line 2, Col 8
12 13.8 kV Transmission Related General Plant 1,069,676         Sheet 3, Line 3, Col 8
13 Total 13.8 kV Transmission Related Plant 74,792,518$     Sum Lines 10 thru 12

14 Total Plant in Service 197,995,707$   Page 207.95g
15 Allocation Factor 37.7748% Line 13 / Line 14

16 13.8 kV Distribution Plant Allocation Factor I.A.3

17 13.8 kV Transmission Plant 72,821,605$     Sheet 8, Line 17, Col 6

18 Total Distribution Plant in Service 153,267,084$   Page 207.75g

19 Allocation Factor 47.5129% Line 17 / Line 18

Cambridge Electric Light Company
Allocation Factors
Cost Year: 2005

Sheet 5
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Col 1 Col 2 Col 3 Col 4 Col 5 Col 6

Line Description
Tariff 

Section Amount
Includable 
Amount  Reference 

1 Transmission Charges - Muni (456122 Belmont) (1,031,006)     (762,944)    Remaining amount credited in 115 kV
2 Transmission Charges - Muni (456122 MBTA) (200,274)        (128,058)    Remaining amount credited in 115 kV
3 Total (1,231,280)     (891,002)    

Cambridge Electric Light Company
13.8 kV Transmission Support Revenue Detail

Cost Year: 2005
Sheet 6
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Col 1 Col 2 Col 3 Col 4 Col 5 Col 6 Col 7 Col 8 Col 9 Col 10 Col 11 Col 12 Col 13 Col 14 Col 15 Col 16

Total Call Net
Principal Sinking Pro Forma Debt Premium Proceeds

Term Coupon Original Amount Fund Amount Percent Disc & on to Cost to Weighted
Series Dated (Years) Rate Issue Outstanding Requiremen Outstanding of Total Exp Debt Company Maturity Cost Reference

Col 7 - Col 8  Col 9 / 
Col 9 Total 

 Col 6 - Col 11 - 
Col 12 

 Col 5 + (((Col 11 + Col 
12) /

 Col 10 * 
Col 14 

1 Series H - 8.70% 03/01/92 15 8.70% 5,000,000$      5,000,000$      -$           5,000,000$      20.00% 49,431$          -$            4,950,569$   8.77% 1.75% Page 256 & 257, Line 4
2 Senior Note - 7.62% 11/24/99 15 7.62% 20,000,000      20,000,000      -             20,000,000      80.00% 149,269          -              19,850,731$  7.67% 6.14% Page 256 & 257, Line 7
3 25,000,000$    25,000,000$    -$           25,000,000$    100.00% 198,700$        -$            24,801,300$  7.89%

Long Term Debt

Total

Cambridge Electric Light Company
Cost of Long Term Debt

Cost Year: 2005
Sheet 7
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Col 1 Col 2 Col 3 Col 4 Col 5 Col 6 Col 7

Line Description
Tariff 

Section  Per Form 1 Percent
13.8 kV 
Plant *  Reference 

1 13.8 kV Plant I.A.3 (Col 6 / Col 4)

2 Land and Land Rights (360) 237,789$          36.2456% 86,188$        Page 207.60g
3 Structures and Improvements (361) 10,155,494       99.5934% 10,114,206   Page 207.61g
4 Station Equipment (362) 51,124,093       60.1388% 30,745,434   Page 207.62g
5 Storage Battery Equipment (363) -                       0.0000% -                   Page 207.63g
6 Poles, Towers and Fixtures (364) 2,770,926         0.0000% -                   Page 207.64g
7 Overhead Conductors and Devices (365) 6,271,103         0.0000% -                   Page 207.65g
8 Underground Conduit (366) 20,075,228       42.8000% 8,592,198     Page 207.66g
9 Underground Conductors and Devices (367) 46,197,578       50.4000% 23,283,579   Page 207.67g

10 Line Transformers (368) 4,280,893         0.0000% -                   Page 207.68g
11 Services (369) 7,403,386         0.0000% -                   Page 207.69g
12 Meters (370) 3,941,065         0.0000% -                   Page 207.70g
13 Installations on Customer Premises (371) -                       0.0000% -                   Page 207.71g
14 Leased Property on Customer Premises (372) -                       0.0000% -                   Page 207.72g
15 Streetlights (373) 809,529            0.0000% -                   Page 207.73g
16 Asset Retirement Costs for Dist Plant (374) -                       0.0000% -                   Page 207.74g
17 Total Distribution Plant 153,267,084$  47.5129% 72,821,605$ Sum Lines 2 thru 16

Cambridge Electric Light Company
13.8 kV Plant Factors

Cost Year: 2005
Sheet 8
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Cambridge Electric Light Company
Rate Design Worksheet - Merger:  13.8 kV Transfer

Settlement Merger Merger Percent
R-1 May 1, 2006 Change Rates Change
Customer 6.87$             6.87$             
Energy Charges
   Distribution 0.02545$       0.00920$       0.03465$       36.1%
   Transmission 0.03026$       (0.00920)$      0.02106$       -30.4%
   Transition 0.01489$       0.01489$       
   Transition Rate Adj (0.00077)$      (0.00077)$      
   Pension Adj 0.00086$       0.00086$       
   RAAF 0.00013$       0.00013$       
   DSM 0.00250$       0.00250$       
   Renewables 0.00050$       0.00050$       
   Default Service Adj. 0.00245$       0.00245$       
   Default Service 0.12045$       0.12045$       
Total Energy 0.19672$       -$         0.19672$       0.0%

Settlement Merger Merger Percent
R-2 May 1, 2006 Change Rates Change
Customer 4.51$             4.51$             
Energy Charges
   Distribution 0.00386$       0.00920$       0.01306$       238.4%
   Transmission 0.03026$       (0.00920)$      0.02106$       -30.4%
   Transition 0.01489$       0.01489$       
   Transition Rate Adj (0.00068)$      (0.00068)$      
   Pension Adj 0.00086$       0.00086$       
   RAAF 0.00013$       0.00013$       
   DSM 0.00250$       0.00250$       
   Renewables 0.00050$       0.00050$       
   Default Service Adj. 0.00245$       0.00245$       
   Default Service 0.12045$       0.12045$       
Total Energy 0.17522$       -$         0.17522$       0.0%

Settlement Merger Merger Percent
R-3 May 1, 2006 Change Rates Change
Customer 7.77$             
Energy Charges
   Distribution 0.03037$       0.01082$       0.04119$       35.6%
   Transmission 0.03560$       (0.01082)$      0.02478$       -30.4%
   Transition 0.01489$       0.01489$       
   Transition Rate Adj (0.00100)$      (0.00100)$      
   Pension Adj 0.00086$       0.00086$       
   RAAF 0.00013$       0.00013$       
   DSM 0.00250$       0.00250$       
   Renewables 0.00050$       0.00050$       
   Default Service Adj. 0.00245$       0.00245$       
   Default Service 0.12045$       0.12045$       
Total Energy 0.20675$       -$         0.20675$       0.0%

Settlement Merger Merger Percent
R-4 May 1, 2006 Change Rates Change
Customer 5.09$             5.09$             
Energy Charges
   Distribution 0.00625$       0.01082$       0.01707$       173.1%
   Transmission 0.03560$       (0.01082)$      0.02478$       -30.4%
   Transition 0.01489$       0.01489$       
   Transition Rate Adj (0.00058)$      (0.00058)$      
   Pension Adj 0.00086$       0.00086$       
   RAAF 0.00013$       0.00013$       
   DSM 0.00250$       0.00250$       
   Renewables 0.00050$       0.00050$       
   Default Service Adj. 0.00245$       0.00245$       
   Default Service 0.12045$       0.12045$       
Total Energy 0.18305$       -$         0.18305$       0.0%



D.T.E. 06-40
Exhibit NSTAR-CLV-8

Page 2 of 9

Cambridge Electric Light Company
Rate Design Worksheet - Merger:  13.8 kV Transfer

Settlement Merger Merger Percent
R-5 May 1, 2006 Change Rates Change
Customer 10.47$           10.47$           0.0%
Energy Charges
   Distribution
       Peak 0.09392$       0.02065$       0.11457$       22.0%
       Low Load 0.01209$       0.01209$       
   Transmission
       Peak 0.06794$       (0.02065)$      0.04729$       -30.4%
       Low Load -$         -$         
   Transition
       Peak 0.02711$       0.02711$       
       Low Load 0.01139$       0.01139$       
   Transition Rate Adj
       Peak (0.00154)$      (0.00154)$      
       Low Load (0.00199)$      (0.00199)$      
   Pension Adj 0.00086$       0.00086$       
   RAAF 0.00013$       0.00013$       
   DSM 0.00250$       0.00250$       
   Renewables 0.00050$       0.00050$       
   Default Service Adj. 0.00245$       0.00245$       
   Default Service 0.12045$       0.12045$       
Total Peak Energy 0.31432$       -$         0.31432$       0.0%
Total Low Load Energy 0.14838$       -$         0.14838$       0.0%

Settlement Merger Merger Percent
R-6 May 1, 2006 Change Rates Change
Customer  11.37$           11.37$           0.0%
Energy Charges
   Distribution
       Peak 0.12393$       0.04084$       0.16477$       33.0%
       Low Load 0.01715$       0.01715$       
   Transmission -$         
       Peak 0.13436$       (0.04084)$      0.09352$       -30.4%
       Low Load -$         -$         
   Transition -$         
       Peak 0.08697$       0.08697$       
       Low Load 0.00940$       0.00940$       
   Transition Rate Adj -$         
       Peak 0.01182$       0.01182$       
       Low Load 0.01182$       0.01182$       
   Pension Adj 0.00086$       0.00086$       
   RAAF 0.00013$       0.00013$       
   DSM 0.00250$       0.00250$       
   Renewables 0.00050$       0.00050$       
   Default Service Adj. 0.00245$       0.00245$       
   Default Service 0.12045$       0.12045$       
Total Peak Energy 0.48397$       -$         0.48397$       0.0%
Total Low Load Energy 0.16526$       -$         0.16526$       0.0%
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Cambridge Electric Light Company
Rate Design Worksheet - Merger:  13.8 kV Transfer

Settlement Merger Merger Percent
G-0 (Non-Demand) May 1, 2006 Change Rates Change
Customer 4.62$             4.62$             
Energy Charges
   Distribution 0.02186$       0.00862$       0.03048$       39.4%
   Transmission 0.02837$       (0.00862)$      0.01975$       -30.4%
   Transition 0.01489$       0.01489$       
   Transition Rate Adj (0.00072)$      (0.00072)$      
   Pension Adj 0.00086$       0.00086$       
   RAAF 0.00013$       0.00013$       
   DSM 0.00250$       0.00250$       
   Renewables 0.00050$       0.00050$       
   Default Service Adj. 0.00245$       0.00245$       
   Default Service 0.11620$       0.11620$       
Total Energy 0.18704$       -$         0.18704$       0.0%

Settlement Merger Merger Percent
G-1 May 1, 2006 Change Rates Change
Customer  7.32$             7.32$             
Demand Charges < 10 kW
       Distribution < 10 kW 1.29$             2.57$             3.86$             199.4%
       Transition < 10 kW 4.36$             4.36$             
       Transmission 8.44$             (2.57)$            5.87$             -30.5%
Total Demand Charges < 10 kW 14.09$           -$               14.09$           0.0%
Demand Charges > 10 kW
       Distribution > 10 kW 4.54$             2.56$             7.10$             56.4%
       Transition > 10 kw 4.36$             4.36$             
       Transmission 8.44$             (2.56)$            5.88$             -30.3%
Total Demand Charges > 10 kW 17.34$           -$               17.34$           0.0%
Energy Charges
   Distribution (Energy) 0.00783$       0.00783$       
   Transition Rate Adj (0.00022)$      (0.00022)$      
   Transition  (Energy) -$         -$         
   Pension Adj 0.00086$       0.00086$       
   RAAF 0.00013$       0.00013$       
   DSM 0.00250$       0.00250$       
   Renewables 0.00050$       0.00050$       
   Default Service Adj. 0.00245$       0.00245$       
   Default Service 0.11620$       0.11620$       
Total Energy Charges 0.13025$       0.13025$       0.0%
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Cambridge Electric Light Company
Rate Design Worksheet - Merger:  13.8 kV Transfer

Settlement Merger Merger Percent
G-2 May 1, 2006 Change Rates Change
Customer 90.00$           90.00$           
Demand Charges < 100 kva
    Distribution  < 100 kva 1.09$             1.76$             2.85$             161.5%
    Transmission < 100 kva 5.80$             (1.76)$            4.04$             -30.4%
    Transition < 100 kva 1.27$             1.27$             0.0%
Total Demand Charges < 100 kva 8.16$             -$               8.16$             0.0%
Demand Charges > 100 kva
    Distribution > 100 kva 2.06$             3.64$             5.70$             176.7%
    Transmission > 100 kva 11.96$           (3.64)$            8.32$             -30.4%
    Transition > 100 kva 1.27$             1.27$             0.0%
Total Demand Charges > 100 kva 15.29$           -$               15.29$           0.0%
Energy Charges - Peak
   Distribution  (Energy) 0.00604$       0.00604$       
   Transition  (Energy) 0.01672$       0.01672$       
   Transition Rate Adj 0.00031$       0.00031$       
   Pension Adj 0.00086$       0.00086$       
   RAAF 0.00013$       0.00013$       
   DSM 0.00250$       0.00250$       
   Renewables 0.00050$       0.00050$       
   Default Service Adj. 0.00245$       0.00245$       
   Default Service 0.16890$       0.16890$       
Total Energy Charges - Peak 0.19841$       0.19841$       0.0%
Energy Charges - Low A
   Distribution  (Energy) 0.00604$       0.00604$       27.7%
   Transition  (Energy) 0.00960$       0.00960$       
   Transition Rate Adj 0.00031$       0.00031$       
   Pension Adj 0.00086$       0.00086$       
   RAAF 0.00013$       0.00013$       
   DSM 0.00250$       0.00250$       
   Renewables 0.00050$       0.00050$       
   Default Service Adj. 0.00245$       0.00245$       
   Default Service 0.16890$       0.16890$       
Total Energy Charges - Low A 0.19129$       0.19129$       0.0%
Energy Charges - Low B
   Distribution  (Energy) 0.00604$       0.00604$       
   Transition  (Energy) 0.00960$       0.00960$       
   Transition Rate Adj 0.00031$       0.00031$       
   Pension Adj 0.00086$       0.00086$       
   RAAF 0.00013$       0.00013$       
   DSM 0.00250$       0.00250$       
   Renewables 0.00050$       0.00050$       
   Default Service Adj. 0.00245$       0.00245$       
   Default Service 0.16890$       0.16890$       
Total Energy Charges - Low B 0.19129$       0.19129$       
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Cambridge Electric Light Company
Rate Design Worksheet - Merger:  13.8 kV Transfer

Settlement Merger Merger Percent
G-3 May 1, 2006 Change Rates Change
Customer 90.00$           90.00$           0.0%
Demand Charges < 100 kva
    Distribution < 100 kva -$               116.15$         116.15$         
    Transmission < 100 kva 382.13$         (116.15)$        265.98$         -30.4%
    Transition < 100 kva 237.00$         237.00$         
    Interruptible Credit (0.83)$            (0.83)$            
Total Demand Charges < 100 kva 618.30$         -$               618.30$         0.0%
Demand Charges > 100 kva
    Distribution > 100 kva 2.08$             2.22$             4.30$             106.9%
    Transmission > 100 kva 7.31$             (2.22)$            5.09$             -30.4%
    Transition > 100 kva 1.68$             1.68$             
    Interruptible Credit (0.83)$            (0.83)$            
Total Demand Charges > 100 kva 10.24$           -$               10.24$           0.0%
Energy Charges
   Distribution  (Energy) (0.00015)$      (0.00015)$      
   Transition   (Energy) 0.01099$       0.01099$       
   Transition Rate Adj 0.00103$       0.00103$       
   Pension Adj 0.00086$       0.00086$       
   RAAF 0.00013$       0.00013$       
   DSM 0.00250$       0.00250$       
   Renewables 0.00050$       0.00050$       
   Default Service Adj. 0.00245$       0.00245$       
   Default Service 0.16890$       0.16890$       
Total Energy Charges 0.18721$       -$               0.18721$       0.0%

Settlement Merger Merger Percent
G-4 May 1, 2006 Change Rates Change
Customer 10.92$           10.92$           
Demand Charges - Peak
   Distribution  (Demand) 1.72$             2.51$             4.23$             146.1%
   Transmission (Demand) 8.25$             (2.51)$            5.74$             -30.4%
   Transition  (Demand) 6.02$             6.02$             
   Transition Rate Adj (0.18)$            (0.18)$            
Total Demand Charges - Peak 15.80$           -$               15.80$           0.0%
Energy Charges
   Distribution  (Energy) 0.00695$       0.00695$       
   Transistion  (Energy) -$         -$         
   Pension Adj 0.00086$       0.00086$       
   RAAF 0.00013$       0.00013$       
   DSM 0.00250$       0.00250$       
   Renewables 0.00050$       0.00050$       
   Default Service Adj. 0.00245$       0.00245$       
   Default Service 0.11620$       0.11620$       
Total Energy Charges 0.12959$       -$         0.12959$       0.0%
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Cambridge Electric Light Company
Rate Design Worksheet - Merger:  13.8 kV Transfer

Settlement Merger Merger Percent
G-5 May 1, 2006 Change Rates Change
Customer 7.20$             7.20$             
Energy Charges < 5000 kWh
   Distribution 0.00495$       0.00788$       0.01283$       159.2%
   Transmission 0.02591$       (0.00788)$      0.01803$       -30.4%
   Transition 0.01489$       0.01489$       
   Transition Rate Adj (0.00113)$      (0.00113)$      
   Pension Adj 0.00086$       0.00086$       
   RAAF 0.00013$       0.00013$       
   DSM 0.00250$       0.00250$       
   Renewables 0.00050$       0.00050$       
   Default Service Adj. 0.00245$       0.00245$       
   Default Service 0.11620$       0.11620$       
Total Energy Charges < 5000 kWh 0.16726$       -$         0.16726$       0.0%
Energy Charges > 5000 kWh
   Distribution 0.01053$       0.01010$       0.02063$       95.9%
   Transmission 0.03322$       (0.01010)$      0.02312$       -30.4%
   Transition 0.01489$       0.01489$       
   Transition Rate Adj (0.00113)$      (0.00113)$      
   Pension Adj 0.00086$       0.00086$       
   RAAF 0.00013$       0.00013$       
   DSM 0.00250$       0.00250$       
   Renewables 0.00050$       0.00050$       
   Default Service Adj. 0.00245$       0.00245$       
   Default Service 0.11620$       0.11620$       
Total Energy Charges > 5000 kWh 0.18015$       -$         0.18015$       0.0%

Settlement Merger Merger Percent
G-6 (Non-Demand) May 1, 2006 Change Rates Change
Customer 8.22$             8.22$             
Energy Charges - Peak
   Distribution 0.05169$       0.02924$       0.08093$       56.6%
   Transmission 0.09620$       (0.02924)$      0.06696$       -30.4%
   Transition 0.02802$       0.02802$       
   Transition Rate Adj (0.00072)$      (0.00072)$      
   Pension Adj 0.00086$       0.00086$       
   RAAF 0.00013$       0.00013$       
   DSM 0.00250$       0.00250$       
   Renewables 0.00050$       0.00050$       
   Default Service Adj. 0.00245$       0.00245$       
   Default Service 0.11620$       0.11620$       
Total Energy Charges - Peak 0.29783$       -$         0.29783$       0.0%
Energy Charges - Low Load
   Distribution 0.01161$       -$         0.01161$       0.0%
   Transmission -$         -$         -$         
   Transition 0.00987$       0.00987$       
   Transition Rate Adj (0.00072)$      (0.00072)$      
   Pension Adj 0.00086$       0.00086$       
   RAAF 0.00013$       0.00013$       
   DSM 0.00250$       0.00250$       
   Renewables 0.00050$       0.00050$       
   Default Service Adj. 0.00245$       0.00245$       
   Default Service 0.11620$       0.11620$       
Total Energy Charges - Low Load 0.14340$       -$         0.14340$       0.0%
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Cambridge Electric Light Company
Rate Design Worksheet - Merger:  13.8 kV Transfer

Settlement Merger Merger Percent
S-1/S-2 May 1, 2006 Change Rates Change
Customer Charge -$         -$               
Energy Charges 
     Distribution 0.03218$       0.00719$       0.03937$       22.3%
     Renewables 0.00050$       0.00050$       
     Transmission 0.02367$       (0.00719)$      0.01648$       -30.4%
     Transition 0.01580$       0.01580$       
     Transition Rate Adj. (0.00158)$      (0.00158)$      
     Pension Adj. Factor 0.00086$       0.00086$       
     RAAF 0.00013$       0.00013$       
     Default Service Adj 0.00245$       0.00245$       
     Default Service 0.11620$       0.11620$       
Total Energy Charges 0.19021$       -$         0.19021$       0.0%

Settlement Merger Merger Percent
STANDBY, SUPPLEMENTAL, MAINTENANCE May 1, 2006 Change Rates Change
Customer 781.00$         781.00$         
Standby Demand Charges - Peak
  Transmission Capacity Charge 1.52$             (0.46)$            1.06$             -30.4%
  Standby Capacity Charge 7.07$             0.46$             7.53$             6.5%
  Standby Generation Charge 3.03$             3.03$             
Total Standby Demand Charges - Peak 11.61$           -$               11.61$           0.0%
Demand Charges < 100 kva
   Suppl. Distribution < 100 kva -$               116.15$         116.15$         
   Suppl. Transmission < 100 kva 382.13$         (116.15)$        265.98$         -30.4%
   Suppl. Transition < 100 kva 237.00$         -$               237.00$         
   Standby - Reserve 0.36$             -$               0.36$             
Total Demand Charges < 100 kva 619.49$         -$               619.49$         0.0%
Demand Charges > 100 kva
  Suppl. Distribution >100 kva 2.07               2.22$             4.29$             107.2%
  Suppl. Transmission >100 kva 7.31               (2.22)$            5.09$             -30.4%
  Suppl. Transition > 100 kva 1.68               1.68$             
  Standby - Reserve 0.36               0.36$             
Total Demand Charges > 100 kva 11.43$           -$               11.43$           0.0%
Energy Charges
  Suppl. Transition 0.01099$       0.01099$       
  Standby Transition 0.01403$       0.01403$       
  Suppl. Transition Rate Adj. (0.00088)$      (0.00088)$      
  Standby Transition Rate Adj. (0.00088)$      (0.00088)$      
  Pension Adj. 0.00086$       0.00086$       
  RAAF 0.00013$       0.00013$       
  DSM 0.00250$       0.00250$       
  Renewables 0.00050$       0.00050$       
  Default Service Adj. 0.00245$       0.00245$       
  Suppl. Generation 0.16890$       0.16890$       
  Standby Generation 0.16890$       0.16890$       
Total Energy Charges 0.36750$       -$               0.36750$       0.0%
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Cambridge Electric Light Company
Rate Design Worksheet - Merger:  13.8 kV Transfer

Settlement Merger Merger Percent
SB-G2 May 1, 2006 Change Rates Change
Customer 90.00$           90.00$           
Demand Charges (Contract Demand < 1000 kva)
    Standby Distribution  < 100 kVA 2.00$             1.76$             3.76$             27.7%
    Standby Distribution  > 100 kVA 2.67$             3.64$             6.31$             27.7%
    Supplemental Transmission < 100 kva 5.80$             (1.76)$            4.04$             -30.4%
    Supplemental Transmission > 100 kva 11.96$           (3.64)$            8.32$             -30.4%
    Supplemental Distribution 4.94$             3.64$             8.58$             73.7%
Total Demand Charges (Contract Demand < 1000 kva)
Demand Charges (Contract Demand >= 1000 kva)
    Standby Distribution  < 100 kVA 3.14$             1.76$             4.90$             27.7%
    Standby Distribution  > 100 kVA 4.20$             3.64$             7.84$             27.7%
    Supplemental Transmission < 100 kva 5.80$             (1.76)$            4.04$             -30.4%
    Supplemental Transmission > 100 kva 11.96$           (3.64)$            8.32$             -30.4%
    Supplemental Distribution 4.94$             3.64$             8.58$             73.7%
Total Demand Charges (Contract Demand >= 1000 kva)
Energy Charges 
   Transition  (Energy) 0.00960$       0.00960$       
   Transition Rate Adj 0.00031$       0.00031$       
   Pension Adj 0.00086$       0.00086$       
   RAAF 0.00013$       0.00013$       
   DSM 0.00250$       0.00250$       
   Renewables 0.00050$       0.00050$       
Total Energy Charges 0.01390$       -$         0.01390$       0.0%

Settlement Merger Merger Percent
SB-G3 May 1, 2006 Change Rates Change
Customer 90.00$           90.00$           
Demand Charges (Contract Demand < 1000 kva)
    Standby Distribution  < 100 kVA -$               116.15$         116.15$         
    Standby Distribution  > 100 kVA 0.79$             2.22$             3.01$             49.4%
    Supplemental Transmission < 100 kva 382.13$         (116.15)$        265.98$         -30.4%
    Supplemental Transmission > 100 kva 7.31$             (2.22)$            5.09$             -30.4%
    Supplemental Distribution 2.08$             2.22$             4.30$             106.9%
Total Demand Charges (Contract Demand < 1000 kva)
Demand Charges (Contract Demand >= 1000 kva)
    Standby Distribution  < 100 kVA -$               116.15$         116.15$         
    Standby Distribution  > 100 kVA 1.79$             2.22$             4.01$             49.4%
    Supplemental Transmission < 100 kva 382.13$         (116.15)$        265.98$         -30.4%
    Supplemental Transmission > 100 kva 7.31$             (2.22)$            5.09$             -30.4%
    Supplemental Distribution 2.08$             2.22$             4.30$             106.9%
Total Demand Charges (Contract Demand >= 1000 kva)
Energy Charges 
   Transition  (Energy) 0.00956$       0.00956$       
   Transition Rate Adj 0.00103$       0.00103$       
   Pension Adj 0.00086$       0.00086$       
   RAAF 0.00013$       0.00013$       
   DSM 0.00250$       0.00250$       
   Renewables 0.00050$       0.00050$       
Total Energy Charges 0.01458$       -$         0.01458$       0.0%
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Cambridge Electric Light Company
Rate Design Worksheet - Merger:  13.8 kV Transfer

Settlement Merger Merger Percent
MIT Mag Lab May 1, 2006 Change Rates Change
Customer 430.00$         430.00$         
Demand Charges
    Distribution 0.112$           0.66$             0.77$             589.3%
    Transmission 2.18$             (0.66)$            1.52$             -30.3%
    Transition 0.22$             0.22$             
Total Demand Charges 2.51$             -$               2.51$             0.0%
Pulse Demand Charges
    Distribution 0.095$           0.08$             0.18$             84.2%
    Transmission 0.252$           (0.08)$            0.17$             -31.7%
    Transition -$               -$         
Total Pulse Demand Charges 0.347$           -$               0.35$             0.0%
Energy Charges 
   Distribution (0.00015)$      (0.00015)$      
   Transition  (Energy) -$         -$         
   Transition Rate Adj -$         -$         
   Pension Adj 0.00086$       0.00086$       
   RAAF 0.00013$       0.00013$       1202.8%
   DSM 0.00250$       0.00250$       
   Renewables 0.00050$       0.00050$       
Total Energy Charges 0.00384$       -$         0.00384$       0.0%
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Commonwealth Electric Company

Plant Balances as of 6/30/2005

Col. A Col. B Col. C Col. D. Col. E
Old

Intangibles Plant Balance Depr. Rate (1) Annual Accrual
303 Computer Software 12,900,396.00 20.00% 2,580,079.20

Distribution
360 Land 2,888,527.00 0.00% 0.00
361 Structures 1,615,057.00 2.97% 47,967.19
362 Station Equipment 55,626,753.00 3.14% 1,746,680.04
364 Poles & Fixture 103,030,570.00 3.61% 3,719,403.58
365 Overhead Conductors 141,412,633.00 2.63% 3,719,152.25
366 Underground Conduit 33,309,786.00 2.12% 706,167.46
367 Underground Conductors 83,225,952.00 3.46% 2,879,617.94
368 Line Transformers 87,980,557.00 2.70% 2,375,475.04
369 Services 47,121,693.00 3.83% 1,804,760.84
370 Meters 28,330,888.00 3.23% 915,087.68
373 Street Lighting Equipment 7,548,466.00 9.29% 701,252.49

592,090,882.00 3.14% 18,615,564.52
General

389 Land 2,290,068.00 0.00% 0.00
390 Structures 38,285,680.00 2.92% 1,117,941.86
391 Office Furniture Equipment 4,495,803.00 4.21% 189,273.31
392 Transportation Equipment 1,504.00 0.00% 0.00
393 Stores Equipment 314,999.00 2.80% 8,819.97
394 Tools & Work Equipment 3,471,232.00 3.34% 115,939.15
395 Laboratory Equipment 399,653.00 4.11% 16,425.74
396 Power Operated Equipment 36,771.00 0.00% (2) 0.00
397 Communications Equipment 1,123,257.00 4.34% 48,749.35
398 Miscellaneous Equipment 537,228.00 3.18% 17,083.85

50,956,195.00 2.97% 1,514,233.23

Total Annual Depreciation Accrual 655,947,473.00 3.46% 22,709,876.94

Notes:

(1) The Depreciation Rates for Commonwealth Electric are based upon the rates
last approved by the Department in DPU 90-331.

(2) The Depreciation rate approved by the Department was 7.51%, however the company
has set the depreciation rate to zero to reflect that the investments are fully depreciated.
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Cambridge Electric Light Company

Plant Balances as of 6/30/2005

Col. A Col. B Col. C Col. D. Col. E
Old

Intangibles Plant Balance Depr. Rate (1) Annual Accrual
303 Computer Software 2,684,034.00 20.00% 536,806.80

Distribution
360 Land 237,789.00 0.00% 0.00
361 Structures 2,304,751.00 2.68% 61,767.33
362 Station Equipment 36,280,382.00 2.85% 1,033,990.89
364 Poles & Fixture 2,795,085.00 4.24% 118,511.60
365 Overhead Conductors 5,849,555.00 4.21% 246,266.27
366 Underground Conduit 19,963,364.00 2.27% 453,168.36
367 Underground Conductors 47,991,299.00 2.98% 1,430,140.71
368 Line Transformers 4,107,138.00 3.08% 126,499.85

369.1 Services -Overhead 1,769,862.00 6.38% 112,917.20
369.2 Services -Underground 4,258,606.00 2.71% 115,408.22

370 Meters 3,505,406.00 4.14% 145,123.81
373 Street Lighting Equipment 837,766.00 6.29% (2) 52,695.48

129,901,003.00 3.00% 3,896,489.71
General

389 Land 290,820.00 0.00% 0.00
390 Structures 2,408,685.00 1.91% 46,005.88
391 Office Furniture Equipment 350,290.00 3.64% 12,750.56
392 Transportation Equipment 0.00 0.00% 0.00
393 Stores Equipment 18,308.00 4.53% 829.35
394 Tools & Work Equipment 15,643.00 3.73% 583.48
395 Laboratory Equipment 0.00 3.08% 0.00
396 Power Operated Equipment 0.00 3.51% 0.00
397 Communications Equipment 7,390.00 3.75% 277.13
398 Miscellaneous Equipment 31,231.00 3.65% 1,139.93

3,122,367.00 1.97% 61,586.33

Total Annual Depreciation Accrual 135,707,404.00 3.31% 4,494,882.85

Notes:

(1) The Depreciation Rates for Cambridge Electric Light Company are based upon the rates
last approved by the Department in DPU 92-250.

(2) The Depreciation composite rate of 6.29 % for Streetlighting Equipment Account 373 was based 
on the weighting of the following sub-account rates, that Department approved during the 
1992-1999 period, as applied to its corresponding plant balances in effect at year end 1997.

1997
Sub-Account Rate Plant Balances
373.71 7.27 2,643,000
373.73 5.90 62,000
373.74 3.24 478,000
373.75 3.73 432,000
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Boston Edison Company

Plant Balances as of 6/30/2005

Col. A Col. B Col. C Col. D. Col. E
Old

Intangibles Plant Balance Depr. Rate (1) Annual Accrual
303 Computer Software 15,866,267.00 20.00% 3,173,253.40

Distribution
360 Land 7,251,877.00 0.00% 0.00
361 Structures 55,628,598.00 2.98% 1,657,732.22
362 Station Equipment 304,209,888.00 2.98% 9,065,454.66
364 Poles & Fixture 82,628,049.00 2.98% 2,462,315.86
365 Overhead Conductors 233,951,891.00 2.98% 6,971,766.35
366 Underground Conduit 248,129,841.00 2.98% 7,394,269.26
367 Underground Conductors 750,352,352.00 2.98% 22,360,500.09
368 Line Transformers 278,541,472.00 2.98% 8,300,535.87
369 Services 163,376,051.00 2.98% 4,868,606.32
370 Meters 117,870,090.00 2.98% 3,512,528.68
373 Street Lighting Equipment 18,214,329.00 2.98% 542,787.00

2,260,154,438.00 2.97% 67,136,496.32
General

389 Land 3,363,059.00 0.00% 0.00
390 Structures 50,973,478.00 4.03% 2,054,231.16
390 Leasehold Improvements 6,805,913.00 2.76% (2) 187,843.20
391 Office Furniture Equipment 9,746,868.00 4.03% 392,798.78
391 Office Equipment - Computers 5,897,214.00 20.00% (3) 1,179,442.80
392 Transportation Equipment 0.00 0.00% 0.00
393 Stores Equipment 1,114,273.00 4.03% 44,905.20
394 Tools & Work Equipment 4,208,475.00 4.03% 169,601.54
395 Laboratory Equipment 8,151,414.00 4.03% 328,501.98
396 Power Operated Equipment 0.00 4.03% 0.00
397 Communications Equipment 12,235,839.00 4.03% 493,104.31
398 Miscellaneous Equipment 398,926.00 4.03% 16,076.72

102,895,459.00 4.73% 4,866,505.70

Total Annual Depreciation Accrual 2,378,916,164.00 3.16% 75,176,255.42

Notes:

(1) The Depreciation Rates for Boston Edison are based upon the rates
in the Settlement Agreement approved by the Department in DPU 92-92.

(2) The Depreciation rate for Leasehold Improvements are amortized based
upon the period of related agreements per DPU 92-92.

(3) The Office Equipment-Computers are amortized over a 
life of 5 years per the DTE approved Settlement Agreement in DPU 92-92.
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Total NSTAR Electric Company
Plant Balances as of 6/30/2005

Col. A Col. B Col. C Col. D. Col. E
Old

Combined Totals Plant Balance Depr. Rate Annual Accrual
Intangibles 31,450,697.00 20.00% 6,290,139.40
Distribution 2,982,146,323.00 3.01% 89,648,550.55
General 156,974,021.00 4.10% 6,442,325.26

  
Total Annual Accrual 3,170,571,041.00 3.23% 102,381,015.21
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NSTAR Electric

Plant Balances as of 6/30/2005

Col. A Col. B Col. C Col. D. Col. E Col. F Col. G
New Adj. New 

Intangibles Plant Balance Depr. Rate Adj. Factor Depr. Rate Annual Accrual
303 Computer Software 31,450,697 20.00% 6,290,139

Distribution
360 Land 10,378,193 0.00% 0.000000 0.0000% 0
361 Structures 59,548,406 1.92% 0.950162 1.8243% 1,086,348
362 Station Equipment 396,117,023 2.51% 0.950162 2.3849% 9,447,021
364 Poles & Fixture 188,453,704 3.28% 0.950162 3.1165% 5,873,219
365 Overhead Conductors 381,214,079 2.93% 0.950162 2.7840% 10,612,903
366 Underground Conduit 301,402,991 2.56% 0.950162 2.4324% 7,331,371
367 Underground Conductors 881,569,603 3.33% 0.950162 3.1640% 27,893,210
368 Line Transformers 370,629,167 3.60% 0.950162 3.4206% 12,677,679
369 Services - Overhead 73,583,145 2.54% 0.950162 2.4134% 1,775,864
369 Services - Underground 142,943,067 2.92% 0.950162 2.7745% 3,965,917
370 Meters 149,706,384 4.41% 0.950162 4.1902% 6,273,018
373 Street Lighting Equipment 26,600,561 10.73% 0.950162 10.1952% 2,711,991

2,982,146,323 3.01% 89,648,541
General

389 Land 5,943,947 0.0000% 0.0000% 0
390 Structures 91,667,843 4.3600% 0.497437 2.1688% 1,988,116
390 Leasehold Improvements - Purdential 2,671,971 16.0600% 1.000000 16.0600% 429,119
390 Leasehold Improvements - Mass Av Garage 965,309 5.2200% 1.000000 5.2200% 50,389
390 Leasehold Improvements - Hyde Park Serv Ctr 587,974 4.6800% 1.000000 4.6800% 27,517
390 Leasehold Improvements - Walpole Serv Ctr 368,461 6.1500% 1.000000 6.1500% 22,660
390 Leasehold Improvements - Waltham Serv Ctr 1,959,710 6.9300% 1.000000 6.9300% 135,808
390 Leasehold Improvements - Other 252,489 0.0000% 1.000000 0.0000% 0
391 Office Furniture Equipment 14,592,961 15.2500% 0.497437 7.5859% 1,107,010
391 Office Equipment - Computers 5,897,214 9.9200% 0.497437 4.9346% 291,002
392 Transportation Equipment 1,504 0.0000% 0.497437 0.0000% 0
393 Stores Equipment 1,447,580 20.7300% 0.497437 10.3119% 149,273
394 Tools & Work Equipment 7,695,350 27.5100% 0.497437 13.6845% 1,053,070
395 Laboratory Equipment 8,551,067 13.6600% 0.497437 6.7950% 581,044
396 Power Operated Equipment 36,771 0.0000% 0.497437 0.0000% 0
397 Communications Equipment 13,366,486 8.5000% 0.497437 4.2282% 565,164
398 Miscellaneous Equipment 967,385 8.7600% 0.497437 4.3575% 42,154

156,974,022 4.1041% 6,442,325

Total Annual Depreciation Accrual 3,170,571,042 3.2291% 102,381,006



D.T.E. 06-40
Exhibit NSTAR-CLV-10

Page 2 of 2
NSTAR Electric Company

Determination of Leasehold Improvements

Col. A Col. B Col. C Col. D Col. E Col. F Col. G Col. H Col. I Col. J

12/31/2005 12/31/2005 12/31/2006 Remaining 
Original Accumulated Unrecoverd 2006 Unrecoverd years on Annual Accrual

Line Cost Depreciation Cost Depreciation Cost Lease Accrual Rate
1 Watertown 223,355.41 54,887.86 168,467.55 6,164.61 0.00 A 0.00 0.00 0.00%
2 General 3,760.31 1,731.08 2,029.23 103.78 0.00 A 0.00 0.00 0.00%
3 Summit 25,372.50 6,235.10 19,137.40 700.28 0.00 A 0.00 0.00 0.00%
4 Prudential 2,671,970.87 1,029,774.37 1,642,196.50 73,746.40 1,715,942.90 B 4.00 428,985.72 16.06%
5 Hyde Park 587,973.81 150,010.03 437,963.78 16,228.08 454,191.86 C 16.50 27,526.78 4.68%
6 Waltham 1,959,709.67 700,888.17 1,258,821.50 54,087.99 1,312,909.49 D 9.67 135,771.41 6.93%
7 Walpole 368,461.45 123,579.25 244,882.20 10,169.54 255,051.74 E 11.25 22,671.27 6.15%
8 Mass Av Garage 965,309.07 462,741.96 502,567.11 26,642.53 529,209.64 F 10.50 50,400.92 5.22%

9 6,805,913.09 2,529,847.82 4,276,065.27 187,843.20 4,267,305.62 665,356.09 9.78%




